THE OUTLOOK 


Effect of the Nominations—The Money Situation—Foreign Conditions—The Progress of Busi- 
ness Liquidation—Labor Conditions Better—Bonds Firm—The Market Prospect 


generally viewed as satisfactory from the investment 

standpoint. There was, in fact, a rather unexpected 
degree of conservatism manifested by both conventions. This 
is important as indicating that the campaign will be compara- 
tively free from elements which might be disturbing to busi- 
ness; but it is still more important as showing that politicians, 
with ears to the ground listening anxiously for the advance 
rumble of public opinion, hear nothing that would warrant 
them in throwing out baits for the radical vote. 

There will, of course, be a third party standard around 
which the discontented can rally, but there is clearly no pos- 
sibility -of the election of its candidate. Those who have 
attempted to compare the campaign of 1920 with that of 
1896 will therefore find very little, now that the nominations 
have been made, on which to found a continuation of their 
lugubrious prognostications. 

6. 2 
HERE are indications that money, 
MAY BE especially Wall Street money, may be 
EASIER somewhat easier during the summer. The 
high call money rates which have prevailed 
around July | were in part due to the midyear settlements, 
an influence which is now past. Money for commercial pur- 
poses will apparently continue high until fall, but the extent 
of the preparations which have been made for the fall demand 
will very probably prevent the necessity of any higher rates 
than those now prevailing. In the meantime, it is the function 
of Wall Street to look to the future, and the turn in money 
rates may appear in investment markets before it reaches more 
strictly commercial loans. 

There are two factors which make this especially likely 
now, as compared with similar situations in past years. First, 
Wall Street liquidation began earlier and has been more 
drastic than has usually been the case in culmination of bull 
movements. The Federal Board applied the brakes to Wall 
Street first, so that inflation had already been to a great extent 
squeezed out of investment securities before the commercial 
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gh the Republican and Democratic nominations are 


MONEY 


liquidation began. Wall Street loans are, as everybody 
knows, now very low—not much above $900,000,000, ac- 
cording to the best estimate we can form, or about half of the 
high record of loans touched in the fall of 1919. 

Second, the Board has had considerable success in divert- 
ing commercial loans from speculative business uses to the 
more essential industrial purposes. It may naturally be ex- 
pected, therefore, that the business liquidation now in progress 
will be less drastic than was usually the case under similar 
circumstances before the Board's control was in existence. 

We conclude that while the commercial money rate is not 
likely to be much easier as yet, a considerable period, at any 
rate, of easier money in Wall Street would be entirely possible. 


e+ * 


“THE conference at Spa cannot be ex- 

pected to be harmonious. It neces- 
sarily represents a clashing of interests be- 
tween recent enemies, where each side will 
strive for the best possible terms. Nevertheless the general 
result must be favorable, since it must in some way bring a 
more definite understanding, even though that understanding 
may not be entirely satisfactory to either side. 

The total receipts of gold here for British account since 
the movement started some months ago amount to nearly 
$80,000,000. It is probable that still more will come, to take 
care of the maturity of the Anglo-French loan on October 1. 

A report is in circulation that the French Government will 
sell its tobacco monopoly to a syndicate of American and 
British tobacco interests and bankers, in order to meet war 
debts, including the French share of the Anglo-French loan. 
There has been much speculation as to how France would 
meet this maturity, and this report is at least plausible. France 
could send gold, as she has a large supply on hand, but this 
would be undesirable from her standpoint, because of the 
large quantity of paper money she has outstanding, for which 
her gold is needed as a base. 


FOREIGN 
CONDITIONS 
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England, France and the countries which were neutral in 
jhe war are now on the road to economic recovery. The 
progress made by Italy, Germany and Austria has been very 
slow, to say ‘the least, and the more Eastern countries are still 
apparently in a state of upheaval. 


¢ * 


PROGRESS OF [7 is clear that substantial progress has 
BUSINESS been made in business liquidation. If we 
LIQUIDATION assume Bradstreet’s Index as showing the 
general level of prices for commodities, 
we find that it is about 130% above the level of July, 1914; 
and if we examine the prices of various important manu- 
facturing materials separately, we find that nearly as many 
of them are below that level as are above it. 

Australian wool, because of the large accumulation of wool 
in that country, is nearly back to the level of 1914. Copper 
is only about 50% above the 1914 level, and silk and tin a 
little over 60%. Even hides, leather, iron ore and steel rails 
are considerably below the present general level of prices. 

Such facts show that the business situation is by no means 
one of universal over-expansion. Prices in some lines outran 
the situation so that downward revision became necessary, 
but in view of the generally small stocks of most articles the 
extent of the decline will be limited by actual requirements. 

At present retailers, especially in dry goods lines, are hesi- 
tating to buy because they hope for lower prices from whole- 
salers and jobbers; but the wholesalers and jobbers are by no 
means overloaded with goods, and the extent of price conces- 
sions below the reductions already made, is not likely to be 
severe. — 

There is, as always, a strong psychological element in the 
price situation. With prices 130% above those which pre- 
vailed before the war, it is entirely natural that everybody 
must feel that prices are high. The result is that many are 
in the attitude of waiting for the beginning of a decline which 
they think must certainly come some time, and when prices 
start downward many buyers become extremely timid. 

What they lose sight of is that the pre-war prices are now 
merely history. Whatever the trend of prices may be in 
future, it will be the result of the present situation and will 
have nothing at all to do with the pre-war situation. We 
believe, as we have repeatedly said, that the broad trend of 
commodity prices over a long period will be toward lower 
levels, interrupted by many rallies; but this is not because 
prices now are above pre-war prices, but because of the pres- 
ent factors in the price situation. 

We see no reason why business liquidation should be 
especially urgent during the summer. On the other hand, 
we are inclined to reach the conclusion that enough liquidation 
has already occurred to ease the situation considerably. 

* & * 


WE may be sure of one thing—that 


THE MARKET 
WILL the market will move in advance of 
DISCOUNT business changes, now as heretofore. It is 


evident now that the declining markets of 
last spring: were discounting the business liquidation which 
has since occurred. If this liquidation has now been tem- 
porarily completed, as is not improbable, the market will pro- 
ceed to discount the next important development. 

One factor of fundamental importance is the better crop 
outlook. While we shall not harvest a “bumper” crop, it is 
clear that the results will be much better than had been ex- 
pected earlier in the season. This will encourage the farmer 
to buy more freely of all goods and since the shelves of re- 
tailers are not overloaded—in fact, in many cases are still bare 
of many articles for which a demand exists—the consumptive 
demand is likely to make itself felt in wholesale circles. 

We are not inclined to expect a return to the top level of 
“commodity prices, but there are many reasons for thinking 
“that the decline has gone far enough for the present and that 
a.substantial rally may occur. If so, the security markets 
should reflect this in advance. 
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HE tendency is toward a more reason- 


LABOR 
CONDITIONS able attitude on the part of labor. 
BETTER Strikes are no longer uniformly successful. 


Employers are finding it easier, t@ get satis- 
factory help. Wages continue high, but this can be borne 
if labor again attains a normal standard of efficiency. 

An encouraging feature in this connection is the gradual 
increase in immigration. In February of this year New York 
departures exceeded arrivals by 2,293; but in later months 
arrivals exceeded departures as follows: 


Re erat 10,384 
RR RTE DRAPE, * =. 10,789 
DREN hail eta S Oel bea ai a ie le Aabakt w 18,886 


This is of course a perfectly natural and indeed inevitable 
development. There are few, if any, parts of Europe which 
can today offer the workman the same opportunities as 
America. A continued increase in the flow of immigrants to 
our shores is to be expected and little by little it will tend 
to relieve the acute labor situation. 

* 8 #& 


N article in this issue shows the extent 


BONDS . —s 
NEAR to which money rates usually rise in 
BOTTOM the fall months, as a result of merely 


seasonal influences. If this normal rise does 
not occur this year—that is, if money rates simply remain at 
current levels—the effect on bonds should be favorable, as 
showing the ability of the money market to meet the fall 
strain without any further advance in the rate. 

It is quite possible, in view of the preparations made by 
the banks, that the above may be the outcome. 

As regards the general trend of the bond market, then, 
there are two alternatives: 

(1) Bonds may hold substantially their present level for 
a time and then start on a gradual advance. 

(2) They may, in case of money stringency this fall, sell 
a little lower before the upward trend sets in. 

It does not seem to us probable that bonds will make a 
sharp upward move immediately, nor on the other hand that 
they can sell much below their present level. Yields are now 
so high that a good deal of resistance is offered to selling 
pressure; but the scarcity of investment capital tends to pre- 
vent any sharp rise. 

The investor who takes advantage of present high yields 
to accumulate well selected bonds can hardly have regrets 
in any case. If he allows the present opportunity to slip 
away from him, he may have regrets. 

* 8 & 


HE technical position of the stock 


THE 
MARKET market has recently shown a marked 
PROSPECT improvement. A. short interest of long 


standing, having waited in vain for the 
market to decline, is showing signs of considerable uneasiness, 
and the generally satisfactory character of party platforms 
and candidates has encouraged purchases for long account. 

The well liquidated condition of Wall Street is well known, 
and recently a further liquidation of commodities and ma- 
terials speculatively held has had the effect of raleasing some 
capital, not only for general business uses, but also for in- 
vestment. 

The railway wage board has announced that its decision 
will be given out not later than July 20 and Wall Street ex- 
pects that this decision will soon be followed by an announce- 
— of higher rates, which will be of material help to the 
roads. 

We believe that a rally of some importance is near. The 
steels, oils and a number of specialties should give a rela- 
tively good account of themselves. 


July 7, 1920. 
* 8 # 
NoTE :—Investment letter subscribers were informed by 


mail or telegraph on July 3rd of our change in position ‘as 
stated above. 


THE MAGAZINE OF WALL STREET 









Money Outlook for Fall Not Encouraging 


Rates Have Been Climbing Rapidly During the Season of the Year When They Should 


N about nine cases out of ten it is high 

money rates that throw ice water on 

a bull markef in stocks and turn prices 
into downward. trend. 

The bull market of 1919 was no excep- 
tion to this rule. Up to September call 
money rates were fairly stationary around 
6%, time money around 7% and commer- 
cial paper about 5%%. In October call 
money rose above 8%. By the middle of 
November call money was around 15%, 
and time money was on a 7%4% level. At 
the end of December, call money was still 
very high, time had advanced to 8%, and 
commercial paper had joined the proces- 
sion, ruling at 6%. 

This progression was perfectly typical. 
In most cases call money rises first, fol- 
lowed by time money, and later by com- 
mercial paper. The rise in call money is 
at first labelled as merely 
temporary, due to one special 


Normally Be Easy 
By G. C. SELDEN 


enlarging the amount of credit that could 
be based on a dollar of gold. 

We are now rapidly getting back on a 
peace basis and normal influences are again 
predominating. The extension of credits 
as a result of the Federal Bank System has 
gone about as far as the board is willing 
to let it go. The Government’s war con- 
trol of money rates is practically over, as 
is shown by the issue of treasury certifi- 
cates to bear 6% interest. Our old and 
tried friend supply-and-demand is once 
more on the job. 

It will be seen from the graph that the 
general tendency of the business money 
rate, under normal pre-war conditions, 
was downward from December to June 
and upward from June to December, the 
difference between the high and the low 
rates being a little over 1%. 


down to the lowest point of the year. 

From December, 1919, to the end of 
June, 1920, the rate rose from 6% to 8% 
—during months when it should normally 
have fallen %% or 1%. That is, under 
pre-war conditions it would naturally 
have fallen about 1%, but it is likely 
that the rediscounting privilege available 
under the new Federal Reserve Law will 
have the effect of reducing the normal 
changes in money rates, so that a decline 
of %% or %% might be a more reason- 
able estimate now. 


The Autumn Prospect 

If we start from an 8% rate in June 
and get a normal seasonal rise until next 
December, the rate will be close to 9%— 
a figure which, for money to be used in 
ordinary business purposes, is practically 
prohibitive. That is, no hard- 

headed business man _ will 





cause or another. Then as it 
continues to touch high rates 
‘rom time to time, borrowers 
become convinced that some 
more fundamental influence is 
at work and turn to time 
money, thus causing higher 
rates for that, also. But busi- 
ness men still think that it is 
only Wall Street money that 
is affected—that the high 
rates are due to speculation in 
stocks. So the rates on busi- 
ness money do not rise much 
until they are forced up by 
an actual shortage of credit 
accommodation. 

The first half of 1920 has 
seen a very unusual rise in 
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AVERAGE SEASONAL CHANGES 
iW COMMERCIAL PAPER. RATES 
1902-1913 INCLUSIVE 


pay 9% for money on com- 
mercial paper of the highest 
grade—or even 8%, for that 
matter—except for temporary 
and exceptional reasons 

It must be borne in mind 
that the rates shown on the 
graph are for the best names 
—paper which is supposed to 
be equal to the highest grade 
bonds in security. Paper 
which is a shade weaker in 
security must pay a. still 
higher rate 

The owner of securities of 
any kind will get very little 
comfort out of this showing. 
But there are some offsetting 
considerations. For one 
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money rates for all classes 

of loans. It is unusual be- 

cause of the extreme dearness of the rates 
themselves—8% to 9% for time money, 
and a gradual rise in commercial paper 
to 8%, a rate that would have been almost 
sensational before the war—and it is still 
more unusual because it has occurred in a 
season of the year when rates are normally 
low. 

This point is brought out by the graph 
herewith, which shows the average rate on 
commercial paper for each month for a 
dozen years preceding the war—that is, the 
average rate for twelve Januaries, twelve 
Februaries, etc. 


Why War Years Are Excluded 

It would be misleading to include the 
war years in these averages because the 
effect of the war overwhelmed the nor- 
mal seasonal changes. First came a flood 
of gold in payment for munitions and sup- 
plies sold to the Allies; then came the 
Government control of our money market 
for war purposes; and in addition to these 
factors we had a new banking system, 
which during the war years was gradually 
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The crop movement accounts for most 
of this seasonal fluctuation. Credit is re- 
quired to buy the crops, market them, and 
carry the products until needed for use. 
This accounts for the gradual rise in the 
money rate from July to November. 
Year-end settlements are an additional 
influence toward high rates in December. 
In January a great deal of money is re- 
leased in dividend and interest payments, 
and in distributions of the previous year’s 
profits. Moreover, business is less active 
because of winter weather, which com- 
pels the suspension of various activities. 
Hence the decline in February. In March 
spring trade opens, land sale settlements 
are made, and preparations for planting 
begin, bringing slightly higher money rates. 
During the next three months the carry- 
over from the old crop is being reduced, 
farmers are postponing some of their pur- 
chases until returns from the new crop 
come in, and business men in some lines 
are inclined to cut down their _bor- 
rowings because of the approach of 
Midsummer dullness. So rates work 


thing, bankers throughout the 
country have been making a 
special effort to curtail their loans in prep- 
aration for Fall requirements. It may be 
that their efforts will be successful enough 
to prevent further rise in rates this Fall. 
Again, the higher the rate is to start 
with, the less likely it is to rise further. 
The present 8% rate is unquestionably 
checking business expansion and even 
forcing liquidation in certain directions. 
Its effect may be sufficient to obviate the 
necessity of any higher rates this Fall. 


Higher Rates Not Impossible 

Easier call money in July and the first 
half of August would be natural, because 
of the liquidated condition of the security 
markets, the completion of mid-year pay- 
ments, and the effect of hot weather in 
reducing the activity of retail trade. I 
doubt, however, whether we can expect 
any important or permanent recession in 
time and commercial money this Fall, and 
if transportation congestion gets any 
worse—as it may when the crops are 
coming to market—still higher rates are 
not impossible. 
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Investment Methods of a Millionaire 


How Joseph R. DeLamar Accumulated Over $26,000,000, as Revealed by His Security Hold- 
ings at the Time of His Death 


HE list of Joseph R. DeLamar’s se- 
curity holdings, with estimated 
market values for Dec. 1, 1918, the 

date of his death, as obtained from the 
records of the Surrogate’s Court, New 
York, is of unusual interest and sheds 
a good deal of light on the methods by 
which he accumulated his large fortune. 

DeLamar was of the speculative tem- 
perament and was frequently quite active 
in the market. He was a student of the 
tape and often bought and sold thousands 
of shares in a day. It is impossible to 
say, therefore, how long he intended to 
hold securities which he owned when he 
died, but from the general character of 
the list and from our knowledge of his 
personality it is fair to assume that most 
of the common and speculative preferred 
stocks were held for profit rather than 
for interest returns and would have’ been 
sold when Mr. DeLamar thought they 
were high enough. 

Table I shows the general division of 
his holdings, both in estimated market 
value Dec. 1, 1918, and in per cent of 
the total. A little less than half con- 
sisted of investment securities and the 
remainder, or 53%, of common and spec- 
ulative preferred stocks. It is very likely 
that some of the latter had been bought 
at prices below those of Dec. 1, 1918, so 
that his capital was very nearly equally 
divided as measured in cost to him. 

Analyses of the estates of other wealthy 
men which have appeared from time to 
time in this publication show that this 
division of capital is very common. In 
fact, it may almost be asserted that it is 
the custom among such men to salt down 
half their profits into what they consider 
sound income-producing investments. 

More than half of his municipal bonds 
consisted of Farm Loan 5s, as seen from 
Table II, evidently bought for their good 
yield combined with tax exemption. The 
$1,510,000 par value of the Fourth Liberty 
Loan was doubtless bought for patriotic 
reasons. 

The fact that he held about equal 
amounts of short term notes and long 
term corporation bonds might be taken 
to indicate that he had at that time no 
pronounced views as to the future of the 
bond market. If he had foreseen the 
fall in bonds which has since taken place, 
it is probable that all of this money would 
have been in short term notes. 

The lowest yield to maturity of any 
of his bonds at the prices then prevailing 
was 5.8% on $308,000 par value of Mer- 
cantile Marine 6s, but it is highly prob- 
able that these were bought at a con- 
siderably lower price, as they were then 
selling at 102 and had had a good rise. 
Otherwise the yields ranged from 6% 
on Pierce Oil conv. 6s to 8.1% on Sin- 
clair Gulf conv. 6s. His average yield 
at the then prices was not far from /%. 
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By WILLIAM T. CONNORS 


His Stocks Well Selected 

Special interest attaches to his hold- 
ings of common and speculative preferred 
stocks, as that was his real field of opera- 
tions. The high prices of 22 active issues 
in 1919 were on the average 36.8 points 
above the market prices of Dec. 1, 1918, 
which represented an average increase of 
67% in value. While we do not know 
what he paid for these stocks or where 
he would have sold them, it is clear that 
he would have obtained a large profit on 
the transactions as a whole. 

He especially favored the steels, equip- 
ments and sugars. He had only two 
rail stocks—a small amount of Rock Isl- 
and and 30,000 shares of Wheeling & Lake 
Erie common. The latter had a good 
move, rising from 10 Dec. 1, 1918, to a 








TABLE I.—DISTRIBUTION OF DeLAMAR’S 
SECURITY HOLDINGS. 
Value Dec. Per Cent 
1, 1918. of Total, 
Federal, State and Municipal 
Bonds 
Corporation Bonds 10,1 
Short Term Notes 065, 7.9 
Investment Stocks ,669, 6.4 
Common and Speculative 
13,786,085 53.0 


Pref, Stocks 
Totals $26,050,430 100.0 
TABLE II.—DeLAMAR’S LARGEST HOLDINGS. 
Vv 


Federal, State, Municipal: 
Fed. Farm Loan 5s 
Fourth Liberty Loan 
Denver Water 4's 
Delaware Highway 4's 


Corporation Bonds: 
Sinclair 0, & R. 7% 
Sinclair Gulf és 
Nat. Conduit & Cable 5s 
Pan.-Amer, Marine Equip. és 
Tacajo Sugar 7% Notes 
Coronet Phosphate és 


Corporation Stocks: 
Am. Car & Foundry com 
Beth, Steel B 
Cuba Cane Sugar pref 
Midvale : Steel 
Pressed Steel Car com 
Rep. Iron & Steel com... 
Manati Sugar com 
Tacajo Sugar pref 
Moline Plow Ist pref 








high of 18 in 1919. He held no coppers 
except 800 shares of Inspiration, and al- 
most no oil stocks, though, as it turned 
out, the latter would have been good 
property to own. 

His bunch of worthless securities—al- 
ways found in the estates of wealthy 
men—was small. Some of these com- 
panies were out of existence. The pro- 
moters of one had been arrested for 
using the mails to defraud. The ap- 
praiser’s report on the Northern Ven- 
tures Co., in which DeLamar held 5,000 
shares, emphasizes the fact that even the 
shrewdest investor cannot be infallible: 

“This company was organized under 
the laws of the Ontario Companies Act 
several years ago. Its purposes were to 
send an expedition into the northern part 
of North America to explore for mining 


properties. The only thing it actually did 
was to take moving pictures of the trip 
and this picture was its only asset. This 
picture was sold to a man named Middle- 
ton for $5,250, who gave his notes for 
that amount. The notes were secured by 
some bonds of the Alaska Mining Com- 
pany. Middleton defaulted on his notes 
and was finally served and brought to 
trial. The man never appeared and there 
is still a judgment against him. It is 
not expected that anyone will be able 
to collect from him, as he is greatly in 
debt. The Alaska Mining Company de- 
faulted on its bonds.” 

It is fair to conclude that Mr. DeLa- 
mar believed, at the time of his death, 
that the general trend of the market was 
upward, and that in order to take ad- 
vantage of it he had selected a distrib- 
uted list of stocks in those industries 
which he thought would be sure to par- 
ticipate in the improvement. His judg- 
ment was sound, except that he apparently 
failed to sight the oil boom in the offing. 


TRADE ACCEPTANCES HAVE 
SLOWED DOWN CREDITS 
H. Parker Willis Characterizes Them as 
an Element in Inflation 

In a recent address, H. Parker Willis, 
Director of the Bureau of Analysis and 
Research of the Federal Reserve Board, 
said: 

“What is being done in the use of the 
acceptance may now be considered under 
three heads—trade acceptances, bankers’ 
domestic acceptances and bankers’ for- 
eign acceptances. 

“The trade acceptance had been ex- 
pected by many to find a ready, if not 
instant adoption at the hands of: busi- 
ness men throughout the country, and in 
order to facilitate its use the Federal 
Reserve Board granted it a preferentially 
low rate of rediscount at Federal Reserve 
rates. Its growth, however, has been 
comparatively slow. 

“My own opinion, formed from careful 
inquiry, is that the faulty use of the trade 
acceptance is very wide-spread. It is 
clearly not desirable in any way to en- 
courage the extension or increase of the 
period of commercial credit in order to 
obtain the introduction of the acceptance. 
I believe there can be but little doubt that 
as employed at present the trade accept- 
ance has had at least an influence in ren- 
dering credit slower, and consequently 
less liquid. In so far as this has actually 
been the case, we must regard it as dis- 
tinctly an element of inflation. 

“The bankers’ acceptance has been and 
is frequently spoken of as if it were an 
instrument of credit whose influence was 
wholly good and which tended unques- 
tionably to strengthen and liquefy credit. 
In the United States we had hardly em- 
barked upon the general use of the ac- 
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ceptance when we were confronted by 
the fact that there was in this country 
no definite discount market whatever. 

“The result of this situation has been 
unfortunate because it has tended to con- 
firm a practice which has little warrant 
in European experience, namely of a 
bank’s discounting its own acceptances 
and holding them in portfolio. It is clear 
that in these circumstances the tempta- 
tion to use the acceptance simply as a 
means of enlarging the credit granted 
to a given borrower is very strong. 

“I believe it to be true that the foreign 
bankers’ acceptance has been freer from 
abuse than have the other two 
branches of the business, and 
yet it would seem from a care- 
ful survey of the situation that 
there is considerable ground for 
complaint even here. Does not 
the experience of the past few 
years suggest a necessity of the 
restriction of all acceptance 
use to cases involving actual 
documentary bills? It is not, 
however, wise to wait for the 
development of legislation, for a 
beginning can be made without 
it. I would suggest the follow- 
ing as immediate measures: 


“(1) Discontinuance of the 
practice of banks in discounting 
their own acceptances. 

“(2) Discontinuance of the 
making of bankers’ acceptances 
secured by goods in warehouses, 
except in so far as the storage 
period is merely incidental to 
the transit and actual bona fide 
sale of the goods. 

“(3) Abandonment of the re- 
newal acceptance idea. 

“(4) Requirement that trade 
acceptances be made.to conform 
to exactly the same general re- 
quirements as bankers’ accept- 
ances and that in general they 
be discounted at the point of 
delivery of goods rather than at 
the point of origin or shipment. 
Further, that the practice of 
commercial houses in granting longer 
term credit to those who make trade ac- 
ceptances than they would get through 
other plans of sale be discouraged by dis- 
criminating against such acceptances.” 


French 





AN ENGLISH VIEW OF GOLD OUT- 


LOOK 


G. Findlay Shirras, Director of Sta- 
tistics in India, said, recently: 

“The price of gold in the open market 
is likely to remain at a high level for a 
considerable time. In fact, the premium 
on gold will continue, according to some, 
for the greater part of the reconstructing 
of a war-torn world: All countries are 
anxious to secure as much gold as pos- 
sible, and to deflate at the earliest possible 
opportunity. When everything is consid- 
ered, including the possible falling off in 
the output of low-grade mines, the con- 
clusion arrived at is that the pre-war 
rie of gold in the open market is not 
ho be realized for several years. The po- 
sition is still more uncertain as regards 
silver.” 
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France. 


Empire State Bankers Meet by the Sea 


S. G. H. Turner 


Gow FELLOWSHIP marked the 
twenty-seventh annual convention of 
the New York State Bankers’ Association, 
held last month at Asbury Park, N. J. 
and though the whole affair was planned 
more in the nature of an outing by the 
sea, a good deal of valuable credit infor- 
mation was interchanged. 

A few reports were read to and hurled 
at the heads of the various committee- 


EDWARD J. GALLIEN, SECRETARY 


blue-eyed with an Irish name he was born in 
But then Le Gallienne, the Irish Poet, has put the 
Le to his name, as Gallien has dropped his. 


Funny, eh? 
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THE FELLER THAT GETS IN FRONT 


of me at every convention. Vesuvius 


Has Nothing on Him 


Elected President 


men, most of whom were patiently wait- 
ing for their game of golf. The gold 
situation was reviewed by a member of 
the American Mining Congress; a woman 
representative of the Guaranty Trust Co. 
spoke on selling a bank’s services; Prof. 
H. Parker Willis talked on acceptances, 
and Mr. Lewis E. Pierson, chairman of 
the Board of the Irving National and a 
former president of the A. B. A., made 
an address. And of course there 
were the elections. 


Edward J. Gallien, who was 
chief cook and bottle-washer of 
the whole affair, was re-elected 
to his old job as secretary, and 
this genial war-horse when 
asked for a comment on the 
convention, spoke up, “The 
value of character was touched 

= on in all the addresses and by 

s. all the speakers. You noticed 

m that? Character is a bank’s 
greatest asset.” 


I believe, at heart, Mr. Gal- 
lien must think his bankers are 
naughty for he had marshalled 
together all the forces of the 
Church and State to be found 
on a June afternoon. There 
were among the speakers, for 
instance, two mimisters, secre- 
tary of a fire insurance company, 
an ex-police commissioner of 
New York and the present 
Superintendent of the State 
Police. One of the delegates 
laughingly remarked to me that 
if he’d ’a known he was going 
to a fireman’s convention, he'd 
‘a brought a red flannel shirt. 


At the banquet, John Ken- 
drick Bangs, a_ professional 
humorist (I know, Bangs, you 
always have hated the term) 
spoke gloomily enough on the 
Hun, while Sherwin Rogers, an 
amatur if emphatic thinker, pounded the 
flower-decked table with the zest of a 
professional prizefighter, frightening the 
bankers’ ladies, who had gotten all dolled 
up to be amused, and standing the maitre 
dhotel’s hair on end. 


Yes, that convention hound, Walter 
Kimmelberg was there, who, though a 
grandfather, continues to wear an in- 
gratiating, cub-reporter smile. Let me 
qualify, it has become a golden smile. 
And I'll tell you the reason I hope he 
loses his dress suit-case some day. Just 
because “Dick” Hawes spoke at the ban- 
quet in a Moe Levy, or to be more exact, 
Adolph the head waiter’s dress suit, Kim- 
melberg had to rush out to a ’phone booth 
and wake up all the officials of the Asso- 
ciated Press. And at the very moment 
this august president of the American 
Bankers’ Association was welcoming the 
money kings of the Empire State to the 
Middle West, the news wires were siz- 
zling, all to immortalize the bad cut of 
his coat. But such is life. 

Francis J. OppENHEIMER. 
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‘Putting Efficiency Into American F arming 


Secretary Meredith Outlines Progress of the Department of Agriculture—New Uses Discovered 








66. VERYTHING but the squeal,” the 
old-time slogan of the packing in- 
dustry, if changed to read “every- 

thing but the soil they grow in,” would 

be typical of the Department of Agricul- 
ture under Secretary Meredith’s regime. 

Determined to advance the interests of 

the American farmer in every conceivable 

way, the Department is waging a vigor- 

ous campaign for land reclamation, im- 

provement of crop yields and the dis- 

covery of new uses for products hereto- 
fore considered worthless. 

The latter field, typical of the new 
economy in American industry, has al- 
ready been fruitful of important results. 
Asked by a representative of THE Maca- 
ZINE OF WALL STREET to describe more 
recent progress made in this line, Secre- 
tary Meredith replied: 

“One of the most interesting recent 
discoveries made has been a new use for 
corn cobs. The cob has heretofore been 
thought to serve no useful purpose. 
Nearly 3,000,000,000 bushels of corn are 
produced in the United States in a year 
and that means nearly 20,000,000 tons of 
cobs. Chemists have discovered in the 
last few months, however, that the entire 
content of the corn cob can be converted 
into highly useful products, and com- 
mercial plants are now being equipped 
to convert them. 

“As many as haif a dozen products 
will be derived froin the cobs. One is 
an adhesive of exce)tionally fine quality, 
said to be better for a number of impor- 
tant uses than any adhesive previously 
known. Another is cellulose, suitable for 
the manufacture of dynamite and other 
things. Another is acetate of lime. 

“Perhaps the most important cob prod- 
uct will be the very valuable furfural. 
This has been so rare that it has sold as 
high as $20 a pound. A ton of corn cobs 
will yield about 30 pounds of furfural 
and it can be manufactured in this way 
today for 20 cents a pound.” 

“What is furfural used for?” the sec- 
retary was asked. 

“Furfural is what chemists call a basic 
intermediary in dyes. That means you 
can make about as many kinds of dye out 
of furfural as a good cook can make 
things to eat out of flour. And the dye 
industry is a most important one to the 
United States, as has been shown by the 
war. Previously we got most our dyes 
from Germany. 

“I have seen a dozen different shades 
of cloth dyed with furfural. 

“Furfural is also highly useful in the 
manufacture of paints and lacquers and 
in the making of bakolite used in pipe 
stems and other articles. It is also used 
as an insecticide and was even used con- 
siderably for this purpose when selling 
for $20 a pound, 

“So the corn cob instead of being a 
dead waste is likely to become a valuable 
commodity. People dealing in corn will 
appreciate this discovery.” 
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for Twenty Million Tons of Corn Cobs 


Secretary Meredith’s attention was 
called to recent complaints that the crop 
reports issued by the department do not 
benefit the farmer and play into the hands 
of speculators. 

“I have received many letters from 
farmers on that score,” he replied, “and 
I have answered that the farmers are 
benefited directly and indirectly by the re- 
ports. They cover crop and live stock 
conditions, as well as the present and 
prospective supply for all states, in an 
unbiased and disinterested way and are 





E. T. Meredith, Secretary of Agriculture and 
Wilson the most forceful personality in the 
ilson Cabinet, spent his early days on the 


a ~ 7 day, some . yours ago, a book agent who 
was working through the district called on 
young Meredith a asked him what sort of 
readi matter he was interested in. By way 
of y, Mr. Meredith led the book ent to 
a log cabin and there showed him his library 
consisting of lume upon volume and cans 
after report issued by the Agricultural and 
other Government departments 

Mr. Meredith is the Editor, Owner and Pub- 
lisher of “Successful Farming,” which has a 


tion of his readers by the practical encourage- 
=e he en to the adoption of improved 
met 


as nearly accurate as possible. The farm- 
ers need the information contained in 
these reports as a guidance in planting 
aud farming. From them, the farmers 
can learn whether to sell their harvested 
crop immediately or, hold it for a prob- 
able advance in prices at a later date. 

“Indirectly our monthly reports are 
vital to handling the crops. Banking 
institutions study them as a guide to the 
amount of money that will be required to 
finance the farmers for the movement of 
the crops after the harvest, and the rail- 
roads study them to know how many cars 
they will need to move crops and live 
stock. Merchants and other business men 


can plan their operations in advance from 
them and manufacturers are enabled to 
gauge the future amount of farm equip- 
ment and supplies farmers will require. 
“As to whether the reports play into 
the hands of speculators or not, the con- 


trary is true. Speculation in crops thrives 
upon lack of information and uncertain- 
ty. If not limited by Government re- 
ports speculators would use their own 
means of obtaining information and no 
one could prevent them. This informa- 
tion would not be available to the 
farmers, however, and they as well as the 
public would then be at the mercy of the 
speculators, who would still be free to 
issue any sort of misleading report de- 
signed te influence prices. 

“The only important request received in 
recent years that the crop reports be dis- 
continued,” the Secretary added, “came 
from one of the largest exchanges in the 
country. It is for the interest of the 
farmers and the public to keep the crop 
reports going.” 

Dependence of Business on Agriculture 

“What is the relation of agriculture to 
business?” Secretary Meredith was asked. 

“It is almost trite to stay that agricul- 
ture is the basis of business,” he replied, 
“but the fact cannot be too often asserted 
or too .much emphasized. Indeed, all 
business whether financial, mercantile or 
industrial is dependent upon conditions in 
agriculture. As the farmer fares, so fares 
the rest of the country. Those who have 
investments at stake watch with close 
scrutiny and at times with anxiety, the 
news regarding the crops. And well they 
may. For the business of agriculture em- 
braces an investment of $80,000,000,000. 
The value of the crops and the livestock 
last year was $25,000,000,000. Here is a 
gross return of more than 25 per cent. 
The value of live stock and crops in a 
single year is virtually equal to the great 
public debt of the United States. 

“If the farmers cared to turn the di- 
rection of their enterprise to something 
else, the sale of their crops and the live 
stock would enable them to buy up all the 
railroads of the United States and their 
rolling stock, and if they chose to sell 
their farms to boot they could buy up 
all the manufacturing establishments and 
all the mines and quarries in this country. 

“A business of such gigantic propor- 
tions is naturally of vital importance to 
the nation. Regard must be had for the 
things that stimulaté, encourage, promote 
and strengthen it. As it grows or shrinks 
will grow or shrink what is dependent 
upon it, that is, the rest of the business 
of the country.” 

“Where should this stimulation origi- 
nate ?” 

“In the government itself, national and 
local. For the uses of the. department of 
agriculture the national congress ap- 


(Continued on page 314) 
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What Will America Do With Her 


Foreign ‘Trade? 


Huge Trade Balances Built Up During the War Are Now at Stake — Possibilities of 


Latin-America and the Far East 


By C. E. HERRING, First Assistant Director, Bureau of Foreign and Domestic Commerce 


HE importance of foreign trade in 

the economic life of the United 

States was never fully realized until 
the outbreak of the war. Previously it 
had been customary to regard it rather 
as a casual thing, interesting and profit- 
able to a narrow group, but not vitally 
affecting the stability of our industries, 
the status of our financial institutions or 
the policies of our government. As the 
war proceeded, however, and since its 
close, our commercial interrelation with 
Europe and the rest of the world has be- 
come more and more apparent. 

The increase in our export trade since 
1914 has had no parallel. The fiscal year 
ending June 30 will probably show a total 
of $3,750,000,000 in manufactures alone, or 
about three and a half times the value of 
manufactured goods exported during the 
fiscal year prior to the war. Imports of 
raw materials will probably exceed $2,- 
000,000,000, or three times the value of 
such imports in 1914. Total imports 
from Europe will this year considerably 
exceed $1,000,000,000, as compared with a 
total of $373,000,000 for last year. In 1913 
and 1914 our imports from Europe were 
about $900,000,000. 

The higher total of imports for the cur- 
rent year is far from meaning, however, 
that there has been any general resump- 
tion of normal production in Europe. 
When the much higher price levels are 
considered, it is apparent that European 
exports are still distinctly sub-normal. It 
must also be remembered that for a part 
of the year depreciation of European cur- 
rencies was not allowed for in calculating 
valuations for duties. Our exports to 
Europe during the fiscal year ending June 
30 will total about $5,000,000,000, largely 
represented by raw materials and semi- 
manufactures. Before the war our ex- 
ports to Europe averaged about $1,500,- 
000,000. 

The graph herewith shows the increase 
in our export trade since 1913 and the 
large favorable trade balances. 


Reaction Likely in European Trade 


There are many who believe that a re- 
cession in our favorable trade balance is 
now inevitable. The demand for the 
products of the United States, particu- 
larly for raw materials and semi-manu- 
factured goods, is as great as ever, but 
the purchasing power of an important sec- 
tion of the world is seriously impaired. 
The sharp drop in certain exports has 
already brought embarrassment to a num- 
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ber of import and éxport concerns, and 
with the continued tightness of money 
and the further curtailing of foreign 
credits the situation for traders may be- 
come still more serious. 

The difficulties confronting our foreign 
trade at present are, of course, largely 
due to the abnormal conditions prevail- 
ing in nearly all European countries. 
During the war and immediately after the 
armistice our probable share in European 
reconstruction was over-estimated. The 
needs of Europe were not exaggerated, 
but her inability to finance any adequate 
reconstruction program was not fully ap- 
preciated. It was assumed that merely 
because European needs were so great our 
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export trade would somehow be main- 
tained and extended. 

It is now apparent that many European 
countries have not immediate purchasing 
power for even essential goods; it is 
equally apparent that our bankers, manu- 
facturers and exporters cannot now find 
the long-term credits necessary for this 
purpose. There is, also, of course, an ele- 
ment of political instability which must 
make us scrutinize loans and credits for 
Europe very carefully, even if our invest- 
ing public were able to supply the funds 
demanded. 

It is particularly interesting and en- 
couraging, therefore, to realize the recent 
gains made in our export trade with Latin 
America and the countries of the Far 
East. There are no serious exchange dif- 
ficulties in the way of maintaining and 


increasing our sales in Latin Ayerica and 
Asiatic countries. 

The South American countries are in 
a sense virgin soil for commercial ex- 
pansion. Under normal conditions their 
purchasing power would increase as the 
development of their natural resources 
progressed, and this normal purchasing 
power has been augmented rather than 
diminished by the great war. It is much 
the same with China and other Oriental 
countries, where industrial development, 
the exploitation of new natural resources, 
and the steady raising of living standards, 
can only mean larger purchasing power 
and increasing demand. The figures con- 
tained in the accompanying tables will il- 
lustrate the progress of our export trade 
with Latin America and the Far East 
since 1913. 

Some pessimistic observers of our for- 
eign trade felt at the beginning of the war 
that our gains in those export fields could 
hardly be permanent. It was contended 
that our methods of conducting export 
business, the probability that Europe 
could undersell us when the war was 
over, the superiority of the foreign trade 
mechanisms of our principal competitors 
and other factors would lead war cus- 
tomers in South America, China, Dutch 
East Indies, and elsewhere to revert to 
their old connections as soon as possible. 

It is as yet too early to estimate the 
effect which normal industrial production 
in competing countries will eventually 
have on this trade. Some of them will 
not be able to restore anything approach- 
ing normal industrial life for a consider- 
able period; furthermore, there seems to 
be little doubt that conditions which once 
made it possible to wundersell certain 
American products have been fundamen- 
tally. changed by the war. 

It is not too early, however, to recognize 
that American goods, ‘some of them prac- 
tically unknown in these markets six years 
ago, have on the whole given great satis- 
faction, that our manufacturers and ex- 
porters have built up a real good will 
which should eventually put our trade 
on a permanent basis. 


The Trouble with Europe 


In any consideration of our own for- 
eign trade situation it is impossible to 
ignore the serious problems now confront- 
ing Europe. The productive capacity of 
European countries seriously affected by 
the war bears such a relation to normal’ 
world ‘production that stability in. our 
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own foreign trade, or in general inter- 
national trade, cannot be until 
conditions on the continent are stabilized. 

The course “of the exchanges of con- 
tinental Europe will naturally be one de- 
termining factor if” this connection. 
While there has receatly bééii some ten- 
dency towards improvement in most coun- 
tries, it seems unlikely that there can be 
any steady and rapid progress towards 
parity until certain fundamental difficul- 
ties can be more effectively dealt with. 
Sub-normal production, excessive adverse 
trade balances, inflation sometimes reach- 
ing fantastic figures, and great and grow- 
ing budget deficits are the basic obstacles 
to any early recovery. 

It is trué that there has been a continu- 
ous improvement in the adverse trade 
balances of most continental countries 
during recent months, but the abnormal 
excess of imports was so great during the 
war and immediately after the armistice 
that an early return to the pre-war ratio 
can hardly be expected. It is probably 
true that some European countries have 
not enforced economy by limiting the im- 
ports and by means of rationing, lighting 
and other sumptuary restrictions as they 
might have, perhaps owing to a_ well- 
justified fear of political and social con- 
sequences. On the whole, however, it 
seems inevitable that.a large part of Eu- 
rope should consume much more than it 
produces for a considerable period after 


shevik issues) at the time of the armistice. 
Since the armistice the paper money of the 
world has actually increased by about 
40%, being estimated to-day at. $56,000,- 
000,000. The gold reserve of the entire 
world is now estimated at about 12% of 
the note circulation. 

Coupled with this sinister progress of 
inflation is the appalling increase in na- 
tional indebtedness, which, according to 
the same compilation, has increased from 
$40,000,000,000 before the war to $260,000,- 
000,000 at present. Needless to say, the 
increase in world currency inflation and 
aggregate national indebtedness is largely 
represented by increases in European 
countries. 


Discouraging Outlook for Continental 
Exchange 

Under these circumstances, it is diffi- 
cult to see how the depreciated exchanges 
and the dissipated purchasing power of 
continental Europe can be restored in the 
immediate future. So far as selling our 
manufactures is concerned, we must turn 
for the present to other export fields and 
to the growing demands of our home 
market. 

All the possibilities of barter trade, that 
is, the virtual exchange of raw materials, 
fuel and semi-manufactures, for finished 
goods produced with the same, are now 
being carefully examined. Some such ar- 
rangement seems to offer the best means 


in some instances eliminated, for some 
years to come. The increasing prevalence 
of the eight-hour day in such countries as 
Belgium and Italy and the probability that 
organized labor will bitterly contest any 
attempt to curtail new privileges are im- 
portant factors. 

The new role of the United States as a 
capital-exporting nation must necessarily 
have a far-reaching effect on our foreign 
trade. It may be that we have arrived 
somewhat prematurely at this stage of na- 
tional expansion; perhaps the events of 
the last six years have forced upon us a 
position in world finance and trade which 
ordinarily might not have eventuated for 
a generation or two. One of the first 
problems arising out of our position as a 
creditor nation is the possible expediency 
of modifying our traditional policy 
towards import trade. 


No Exports Without Imports 


It is an economic truism that nations 
must import in order to export. At the 
same time, over-production in certain 
trades stimulated by the war, and the 
stability of all our industries, must be 
duly considered. Insofar as we are able 
to maintain our large excess of exports 
our opportunities for foreign investments 
are increased and foreign holdings in do- 
mestic enterprises may be diminished. 

But there are definite limits to the sale 
of goods without taking other goods in 
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92,400,000 573,945,000 
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the war, unless standards of living should 
be reduced to a dangerous extent. The 
standard of living is already such in 
many parts of middle Europe, the Balkans 
and the states of the former Austro- 
Hungarian Empire that further large 
economies are out of the question. 

A study of the after-war budgets of 
continental Europe discloses at once the 
unprecedented fiscal problems confronting 
the various belligerent governments. 
Eliminating the possibility of large for- 
eign loans or of large immediate repara- 
tion payments from Germany, it is appar- 
ent that there must be a radical change 
in existing fiscal legislation if normal and 
extraordinary government obligations are 
to be met. 

Unfortunately, it has thus far been im- 
possible to devise adequate plans for meet- 
ing the tremendous expenditures occa- 
sioned by the war, with the result that 
government borrowings have everywhere 
increased and the financial burdens of the 
future have been correspondingly ag- 
gravated. 

The progress of inflation has as yet 
scarcely been curbed. Certainly the period 
of deflation is not yet definitely begun. 
According to a+ recent compilation of 
world currency conditions, note circula- 
tion was a little over $7,000,000,000 at the 
beginning of the war and had reached 
nearly $40,000,000,000 (exclusive of Bol- 
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of assisting Europe to produce and re- 
store her lost purchasing power without 
placing an impossible strain on our own 
financial resources, 

The demoralization of European indus- 
try and commerce naturally increases the 
cpportunity of our exporters in other 
markets, while decreasing our immediate 
sales in Europe. . Sub-normal production 
in manufacturing countries of Europe has 
thus far tended to offset their advantages 
in selling abroad due to depreciated ex- 
change. The stabilization of American 
foreign trade really depends upon the 
progress of events in Europe in two dis- 
tinct ways. There is the temporary loss 
of markets for our manufactures, which 
has already been discussed. There is 
also the lack of normal competition in 
our own export markets, making it diffi- 
cult to estimate our permanent gains and 
shape our future course of action. Manu- 
facturing costs have risen enormously all 
over Europe. The great dependence on 
foreign coal and raw materials and the 
demoralization of transport in France, 
Belgium, Italy and Poland, and else- 
where, have increased the cost of manu- 
facturing materials even more than in a 
comparatively self-contained country like 
our own. Furthermore, it is the opinion 
of many that the comparative advantage 
formerly resulting from much cheaper 
European labor will be diminished, if not 


return. We now seem to be reaching 
such an impassé in the sale of manufac- 
tured goods to continental Europe. 

As a capital-exporting nation, we can 
hardly avoid extending and solidifying 
our trading, financial and transportation 
facilities outside our own borders. Our 
manufacturers and exporters have done 
well in the past without the assistance of 
American banks, trading and insurance 
companies, transportation lines, etc., but 
our commercial and financial interests 
seem to have passed the stage where great 
dependence on the facilities of powerful 
competing nations is desirable. Our for- 
eign trade is no longer so incidental; it 
demands a more specialized attention. 
Our foreign investments are already ex- 
tensive and will inevitably increase, not- 
withstanding our domestic investment op- 
portunities. Our new status seems also 
to require definite and sustained policies 
in regard to our shipping facilities and 
a re-examination of our commercial poli- 
cies as set forth in commercial treaties 
with other leading nations. All these new 
problems connected with our foreign trade 
are vitally interesting from the standpoint 
of international relations as well as from 
the point of view of our immediate finan- 
cial interest. They deserve the attention 
of the best brains of the country. 

If we are to take full advantage of our 

(Continued on page 355) 
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The Real Sufferers in Japan’s Business Crisis 


Wild Speculation and Currency Inflation Basis of the Slump—Commissioner Den Analyzes Its 


NOFFICIAL cables just received in 
this country attribute the financial 
crisis in Japan to old causes, and 

ones easily enough understood by us, viz.: 
the speculative mania, which recently 
swept the Flowery Isles like some national 
mania, excessive rise in prices, and the 
abnormal currency inflation. And don't 
for a moment think these Orientals are 
unfamiliar with old H. C. L. Mr. N. 
Nagaiki, New York representative of the 
Bank of Japan, a sort of native Federal 
Reserve, while not in any sense trying to 
deceive himself, told a representative of 
THE MaGAziIneE oF WaLt STREET that 
“the outlook is much brighter. Prices 
are going up and securities steadying 
themselves. I must say the last official 
cable I received was not, however, par- 
ticularly cheerful.” On another page a 
copy of this advice will be found tran- 
scribed by Mr. Nagaiki himself, with a 
pigdin English translation not by Mr. 
Nagaiki. 

Mr. H. Kano, Secretary of the New 
York branch of the Yokohama Bank, one 
of four in the United States, and of thirty- 
eight scattered about the world, while ad- 
mitting the gloominess of the situation in 
his native land, stated to the writer that 
at bottom things were sound despite the 
depreciations; that there had as yet been 
no bankruptcies. Cotton yarn dealers, if 
unofficial sources are to be relied upon, cer- 
tainly are near enough to bankruptcy not 
to want to split hairs about it. THE 
MAGAZINE OF WALL STREET, issue of De- 
cember 13, last, contained an account of 
the methods in operation at the Tokyo 
Stock Exchange written by its manager. 

Nothing throws as much light on ex- 
change conditions as Japan’s figures for 
silk exports for the last nine months. 
From July 1, 1919, to February 1, 1920, 


Causes and Effects 


these shipments aggregated 180,000 bales, 
as compared with between four and five 
thousand bales shipped to the rest of the 
world. It was these enormous shipments 
which put the trade balance in favor of 


Last March silk brought about $2,300 
a bale or about $18 a pound, and in May 
it went begging at $12. The little neat 
comment of Mr. Kano, of the Yokohoma 
Bank, brings the poignancy of her demise 
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Japan, enabling that country to draw an 
important amount of gold from the 
United States last year, but, with the fall- 
ing off of these recently, the exchanges 
have become more favorable to the 
United States. 

To put it vulgarly, some one has 
pushed Queen Silk off her throne, where 
with Cotton and Corn she had begun to 
think of the world as submissive to her 
reign. 





INTERIOR OF THE HEAD OFFICE OF THE YOKOHAMA SPECIE BANK 
AS IT IS TODAY 
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out clearly: “We sell silk and buy cot- 
ton.” In 1874, silk passed permanently 
the million pound mark in this country, 
and in 1914, we imported 26,030,925 
pounds, worth in the neighborhood of 
$80,531,785. Last year, 44,816,918 pounds 
brought $329,338,872. In forty-five years 
the trade has grown almost that many 
times with a multipled value of nearly 
seventy-three. 

Some U. S. consular reports just made 
public show that for the five months end- 
ing May 31, 1920, Japan’s imports to- 
taled $697,402,000, and her exports, $477,- 
291,000, making a trade balanc« 
her of $220,110,000. 

To get the Japanese Government's 
point of view of the causes and results 
of Japan’s financial crisis, the writer 
called on Akira Den, its financial com- 
missioner to the United States, who in- 
formed him that no development had 
occurred in the financial crisis and none 
was expected until the new Parliament 
met, when Baron K. Takahashi, Minister 
of Finance, would make public the new 
policy. 

Commissioner Den then proceeded to 
give the following enlightening analysis 
of the crisis and its causes: 

Irrespective of anything that will be de- 
cided by the incoming administration, 
Japan’s foreign trade has been expand- 
ing to an extent undreamed of before 
the war. The exports of merchandise 
from Japan, during the five years ending 
December 31st, 1919, including the foreign 
trade of Formosa and Korea. amounted 
to almost $3,667,151,000, and the im- 
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ports of merchandise reached $3,259,- 
947,500, the balance of trade in our favor 
being about $607,203,500. Compare these 
figures with those of the five years pre- 
vious to 1915, and you will find that our 
exports have trebled, and our imports, 
doubled. 

In the same five years, beginning 1910, 
the excess of imports was $185,000,000, 
while during the five years since then the 
excess of exports reached about $600,- 
000,000. It may be estimated, in addi- 
tion to this, that receipts from the na- 
tional balance outside of foreign trade 
has been greater than the excess of ex- 
ports, thus making our national balance 
during the five years ending December, 
1919, almost $1,500,000,000. 

Our receipts during five years have far 
exceeded the amount of our foreign 
obligations for the past twenty years, 
which at the end of 1914 amounted to 
mearly one billion dollars. 

The Japanese Government, to offset the 
rapid influx of foreign capital, and some 
private interests invested in allied and 
other countries, paid off our foreign 
obligations to the extent of $650,000,000. 
But there still remained at the end of 
last year a surplus of nearly one billion 
in domestic gold reserve and foreign 
credit. Japanese currency naturally ex- 
panded abnormally as a result of this 
increase of capital. The convertible notes 
issued by the Bank of Japan, end of 1914, 
amounted to $192,794,500, while at the 
close of last year the amount had reached 
nearly $777,550,000. Bank deposits in 
creased in the same proportion, total de- 
posits of member banks of Tokio and 
Osaka Clearing Houses amounting, end 
of last year, to five times what they were 
in 1914. Throughout the country the 
total amount increased tenfold over this 
same period. 

As a natural consequence to the gen- 
eral prosperity and currency inflation, 
commodity prices have advanced, and de- 
spite the Government’s effort, the index 
number, 100 in July 1914, was 330 at the 
end of February 1920—22 points higher 
than that of London and 89 higher than 
that of New York. I attribute this 
chiefly to the fact that the general rise of 
prices has been world-wide, and beyond 
the control of any one country. 

The index number of some of the 
principal commodities, as shown by re- 
ports issued last February, follows. In 
this table, 100 is the index number of July, 
1914. 

Rice 


Especially remarkable has this increase 
been since the beginning of last year. Silk 
which was quoted at about $724 January 
1919, sold at $1,978 last January. Securi- 
ties have also advanced enormously. This 
unprecedented boom was followed by a 
period of wild speculation. A mania for 
expansion of trade and industry seized 
the country, and all kinds of new and, I 
‘regret to say, frequently, hazardous ex- 
terprises were undertaken. 

The total investments projected in these 
enterprises follows: 


anuary 
ebruary...... 963,233,000 


10,892,732,000 
or nearly $5,446,366, 


1920 


According to this table, the total in- 
vestments increased fourteenfold in five 
years, and in one month—from January 
to February last—a further increase of 
nearly $500,000,000 was registered. 

It became evident, as early as last 
Autumn, that a reaction would follow on 
the heels of this wild speculative madness. 
Therefore, the Bank of Japan twice 
raised its discount rate until it had 
reached 8%, advising city banks, at the 
same time, to follow a conservative policy 
in respect to both loans and discounts. It 
was hoped through these means to control 
speculation and avert a crisis. 


Public Disregards Warnings 


Various newspapers and other agencies 
assisted the Bank of Japan in its efforts 
to warn the public against the folly of 
too much optimism. It was of no avail, 
and the speculators continued upon their 
unrestrained course. 

Under the Japanese economic system 
there are two obstacles to the control of 
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Latest Official Cable from Bank of Japan 


Free translation: The problem of adjust- 
ing deliveries of cotton yarn after July re- 
mains unsolved and with sharp fall in silver 
has depressed price below 300 yen. There 
has been constant liquidation in stocks, all 
shares suffering, with cotton spinning and 
sugar refining issues weakest. Rice de- 
pressed by farmers’ heavy selling to 27.40 
yen, or about half the highest price reached. 
Raw silk merchants at Yokohama decided, 
for period June 11 to July 5, not to ac- 
cept any old or new raw silk consignments. 
Curtailment of production expected. This 
has caused sales to Europe and America 
and situation is a little brighter. Money 
shows no important change. Consider- 
able advances being made to silk spinning 
industry. Announcement of three more 
weeks close of doors by Seventy-fourth 
Bank had no influence on market. 


speculation. One is that the stock ex- 
change is organized as a joint stock com- 
pany—not on the membership plan as in 
this country. The other is that the time 
for delivery may be extended as long as 
three months after the contract is made, 
and settlement is not made on the follow- 
ing day as in this country. 

As these two features of the Japanese 
Stock Exchange clearly stimulate specu- 
lation, efforts at various times have been 
made to reform them. As yet none of 
these has been. successful. Because of this 
system it would not be possible to con- 
tinue the business of the stock exchange 
if the rate on call money should go up 
to 20 or 30% as sometimes happens here. 

The fears of financiers began to be 
realized about the middle of last Janu- 
ary. The market became flooded with 


securities and prices begati | renee | to 
decline, This condition was hastened by 
the rapid increase of the excess of im- 
ports over exports from the beginning of 
this year, and the stringency of the money 
market due to heavy instalment tax. On 
March 15th, there was a sharp decline in 
prices of securities and the stock ex- 
change was obliged to close for two days 
to make adjustments. 

The banks, after this, became more 
cautious, and the Masuda _ Bill-broker 
Bank, which had been investing more ex- 
tensively with call money than with de- 
posits, found itself seriously involved. On 
April 5th, after a sudden collection of its 
call loan, this institution was unable to 
settle its balance at the bank clearing. 
Impetus was given to the second reaction 
by the rumor of the failure of this bank, 
and on the 7th of April a serious slump 
caused the Tokio, Osaka, and Nagoya 
stock exchanges to close temporarily. 

The Bank of Japan, later, in response 
to the requests of these exchanges, con- 
sented to supply the necessary capital for 
the settlement of stock deliveries, and on 
April 13th these exchanges were re- 
opened. Though the outlook then 
seemed most hopeful, they were soon 
closed up again, because of the concen- 
tration of selling orders. 


Only Speculators Suffered 


Coincident with the decline of the 
stock market has come a drop in the 
prices of silk, cotton and other com- 
modities, and the Bank of Japan is taking 
steps to meet the new situation. Though 
this reaction came suddenly, it must be 
remembered that the decline in the prices 
was less than their rise during the past 
year. Thus it may be assumed that only 
Japanese speculators—not Japan’s busi- 
ness and industries, generally—have suf- 
fered. 

On May 10th these stock exchanges re- 
opened and business seems to be going on 
more steadily than it has for two or 
three months. The trouble of the last 
few months was in no sense a panic, but 
simply a check on speculators, and it has 
resulted, I believe, in putting Japanese 
business on a steadier and firmer basis. 





COMMODITIES DOWN IN JAPAN 


The April index figure of wholesale 
prices in Japan, as computed by the Bank 
of Japan, was, for the first time in many 
months, lower than for the preceding 
month, the general average being 397.25, 
as against 425.25 for March, or a drop of 
6.58 per cent. The fluctuations of the 
principal commodities are shown by the 
following table, these index numbers be- 
ing based upon prices of October, 1900, 
as 100. 


Articles. 


March, April, 
1920. 1919. 


Cotton yarns 
Tron 


Of the 56 articles compared, 36 were 
cheaper at the esd of April than in 
March, 16 running along the same level, 
while 4 had advanced, namely, barley, 
window glass, matches, and charcoal. Re- 
cent cablegrams indicate that, when com- 
puted, such index numbers for May will 
show an even greater decline—Dept. of 
Commerce. 
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Austria—A Shadow of Ancient Grandeur 


Economic Conditions in the Former Empire— Her. Export Capabilities— Future Outlook 


tria is hardly more than a shadow 

of her former grandeur under the 
Babenbergs, the Hohenstaufens, the Lux- 
emburgs, and finally the Hapsburgs, when 
she ruled from the Baltic to the Mediter- 
ranean, from the Alps to the Black Sea, 
over nearly 50,000,000 of Germans and 
Magyars, Slavs and Romans, and even 
over Mohammedans. Today, the erstwhile 
Dual Monarchy comprises within its 
boundary lines the former principalities 
of Tyrol and Vorarlberg, the Archduchies 
of Upper and Lower Austria, and the 
Duchies of Styria, Salzburg 


da new Republic of German-Aus- 


By MAX WINKLER, Ph.D. 


to attempt to change that which is un- 
changeable. The desire of some of Aus- 
tria’s western provinces to bring about a 
union with the neighbors appears to be 
a waste of time. For, according to the 
treaty, every bit of personal property 
seems to be pledged to the victors. How, 
then, can they give themselves over to il- 
lusions and escape the fate which has be- 
fallen all alike? All that remains for 
them to do is to unite, and unite soon, 
for so alone will Austria be able to 
emerge from the slough into which she 
has sunk. 


on coal, taken mainly from its extensive 
mines in Czecho-Slovakia and Silesia, and 
which has now been deprived of those 
sources, is unusually difficult. But the 
work to overcome this extraordinary de- 
ficiency is progressing slowly. Besides 
projects for the development of water 
power, the country is endeavoring to more 
thoroughly exploit its modest and insuffi- 
cient coal mines in Styria, Lower Austria 
and Corinthia. At the present time, 
however, the country will be obliged to 
obtain her supply of fuel from the neigh- 
boring countries, especially Czecho-Slo- 

vakia, in exchange for other 





and part of Corinthia. The en- 
tire population amounts to 
barely 6,000,000. Had Austria 
not been “condemned” to inde- 
pendence by the treaty of St. 
Germain, but permitted to join 
her former and logical ally, 
Germany, her plight would not 
be so great. But Austria was 
to remain “independent and 
self-governing.” 

Nothing seems more charac- 
teristic of the true conditions 
in the old new state than the 
words contained in a recent 
statement made by the Austrian 
Chancellor, Dr. Karl Renner, 
to a representative of the Neue 
Freie Presse, Vienna’s leading 
paper. Said Dr. Renner: 

“Nothing is more fatal to a 
nation than the failure to see 
its condition, to misjudge its 
abilities, and to exaggerate 
them. It is very essential for 
every individual, as well as for 
the political groups and fac- 
tions, to comprehend clearly 
what is before us. Much, if 
not everything, depends on 
whether all those responsible— 
and by this I mean the political 
groups more than anyone else 
—do not, even for an instant, lose sight 
of the welfare of our people. We 
have managed to make the world 
realize our position and our straits, and 
also managed to arouse its desire and 
willingness to help us. Moreover, the 
world has gained confidence in the stabil- 
ity of our government. However, the 
political differences existing in our midst 
exert a most unfavorable influence upon 
the advantages we have gained, the mu- 
tual fear of each other creates above all a 
growing hatred, thus rendering difficult a 
final consolidation. Let us hope, how- 
ever, that we Austrians shall be able to 
retain our senses, which is the sole and 
only thing that can save us.” 

Actual conditions in Austria following 
the arrangements of the victors and the 
final peace treaty appear to be as follows: 
All their hopes to have the treaty re- 
vised seem futile. They cannot expect 
aid from anywhere, whether it be East 
or West, North or South. It is useless 








products. 


Austria’s Export Capabilities 


Notwithstanding the high 
cost of fuel and the constantly 
increasing wages, it may be 
hoped that the Austrian indus- 
try will, before long, be in a 
position to export. The stand- 
ard of living of all classes has 
become very modest and will 
no doubt remain so in future. 
The steady advance in prices 
ang the consequent inability on 
the part of the poorer classes 
to acquire the necessaries of 
life are expected to be checked 
soon, thus bringing about a pe- 
riod more favorable for indus- 
trial development, else the 
never-ending wage struggles 
must needs lead to widespread 
unemployment. In view of 
this, one may well expect Aus- 
trian industry to regain its ca- 
pacity for offering enticing con- 








tuoie, Brown Bros. 


STEEL MILLS IN AUSTRIA 


and financial houses 


According to late advices re.cived ‘cre 
including the monthly report on condi- 
tions in Austria, published by the Anglo- 
Austrian Bank, the country is gradually 
approaching normal conditions. France 
has resumed commercial relations with 
her, and important economic arrange- 
ments have been concluded with Italy 
during the memorable visit of Chancellor 
Renner in Rome. And with Austria’s 
desire for the same free intercourse with 
foreign countries, conditions have im- 
proved very markedly. 

Judging by the present situation the 
crop is very promising and is expected to 
bring about a pronounced improvement 
in the food conditions. 


Revival of Industry Hampered 


One of the greatest obstacles to the re- 
newal of the country’s industry is the 
lack of coal. The position of Austria, 
which like other countries has built up 
her economic existence to a large extent 


tracts to the foreign buyer. But 
with prices at an exceedingly 


The large amount of iron ore in Austria, especially Styria, has high level, the industrial re- 
led to the development of an important steel industry as evi- vival involves sums unprece- 
denced by the interest displayed by prominent foreign banking 


dented in the history of any 
country. The result is the 
issuance of new capital by 
Austrian banks for the purpose of satis- 
fying, to some extent at least, public and 
private demands. The banks which have 
thus far announced a substantial increase 
in their capital include the Oesterreichische 
(recitanstalt, control over which was 
acquired recently by the Kuhn-Loeb in- 
terests and the Guaranty Trust; the Low- 
er Austrian Escompte-Association, the 
Allgemeine Depositenbank, the Mercur 
Association, and the Anglo-Austrian 
Bank. Industrial organizations find it 
just as necessary to provide for addi- 
tional capital, and pronounced increases 
have taken place during the past few 
months. 


Note Circulation 
It is impossible to further delay the 
technical regulation of the money ques- 
tion. The notes issued by the Austro- 
Hungarian bank which operated in all 
crownlands of the Hapsburg Monarchy 
(Continued on page 326) 
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What the “Edge Law” Banks Will Do 


Facilities They Will Provide for the Financing of Export Credits, at the Same Time Furnishing 
a Convenient Form of Investment for Funds Temporarily Idle 


We asked Mr. Todd, who 
readers’ 


By FREDERICK TODD 


the First Federal 


our own and our 


is Secretary of Foreign Banking Association, to clarify 
ideas as to just what the Edge Law Banks will do and what they cannot do. The result is this exceedingly 
entertaining and illuminating article. 


T is necessary, before anybody can make 
even a good general guess about what 
“Edge Law” banking will ultimately 

accomplish, to read the law itself with 
great care and then get a copy of the 
Regulations of the Federal Reserve 
Board defining the permitted activities 
of the banks. 

He will find, for one thing, that there 
may be more than one kind of “Edge 
Law” bank; each doing a radically differ- 
ent kind of banking. The “Edge Law” 
specifically prohibits a bank established 
under its charter to have anything to do 
with corporation stocks. It cannot even 
act as broker for them, much less trustee 
them with other securities and issue its 
own debentures against them, or guar- 
antee them in any way. This seems to 
put the “Edge Law” bank entirely out ot 
the running in any kind of investment 
trust business that involves equity in and 
management of foreign enterprise, and 
shuts out at once the hope of its use at 
all in that form of foreign investment 
which alone presents constructive possi- 
bilities of use in building up foreign trade. 

To be of use in foreign trade, our in- 
vestments must carry a measure of con- 
trol over managements. The finest and 
most productive foreign investment help- 
ful to commerce is to have American 
manufacturers of the same or collateral 
kinds of material and machinery unite 
in doing things abroad. Certainly an 
“Edge Law” bank cannot be of much as- 
sistence of this kind of enterprise if it 
cannot have anything to do with stocks. 

Then, when we think of what they can 
do with bonds, mortgages, etc., we are apt 
to imagine an “Edge Law” bank com- 
bining a little of this with a broad range 
of international banking for American 
commerce, as it well might. Here, how- 
ever, it is necessary to consult the Regu- 
lations of the Federal Reserve Board, 
which, under the law, is given the privi- 
lege and duty of supplementing the law 
with detailed directions which are thus 
virtually part of the law, but of course 
easier, perhaps, to change. The Regula- 
tions seem to establish the policy of not 
permitting “Edge Law” banks to combine 
the two kinds of financing. If one of the 
banks issues its own debentures, it is shut 
out of taking foreign deposits direct or 
in branches. And, without express per- 
mission, it cannot “accept” if it has any 
obligations of any kind of its own out- 
standing. 

Of course, it is possible, and it might 
be said, entirely probable, that when “Edge 
Law” banks get going, are strong, and 
have worked out their own furictions in 
standardized forms, the Federal Reserve 
Board may change these rules, or make it 
known that special permission can be had 


to conduct approved transactions out of 
the prescribed fields. 
Financing Exports 

At this time, “Edge Law” banking 
promises a service of very great value in 
the exclusive field of financing the ex- 
portation of merchandise. As nearly 
everybody knows, the existing money 
stringency has hit export business a very 
hard blow. The export statistics might 
seem to say different; but it is a fact. 

Forward-looking export is crimped. 
Many export merchants that have done 
a solid legitimate business are being 
forced out because they cannot get their 
export bills discounted. Great commer- 
cial banks that have stood for promotion 
of export trade are advising the curtail- 
ment of foreign lines. 

It is simply because the organized mind 
of American banking is so overwhelm- 
ingly interested in domestic business that 
when the crimp comes along foreign 
credit facilities suffer. 

We need in this country a bigger de- 
velopment of exclusively foreign banking ; 
banks that have no other business, and 
that will “keep on the job” even in string- 
ency. 

Moreover our foreign trade has long 
urgently needed a broader range of for- 
eign credit facilities, particularly facilities 
so organized that when an exporter wants 
to discount a draft of any length con- 
sistent with good business, he can be sure 
of being able to do it, on fair terms. 

The great service of the “Edge Law” 
banks is going to be the organization of 
these facilities. They are going to spe- 
cialize in foreign business and keep an 
that job—they are prohibited doing any 
domestic business at all—and they are 
going to be the means of building up in 
this country the special export credit 
facilities for carrying foreign customers 
six, nine, or twelve months, according as 
our competitors are offering credits to 
get trade. 

The “Edge Law” bank differs from the 
other exclusively foreign banks already 
established in that it must build up de- 
pendable facilities for the long-term and 
special credits just described by opening 
up an entirely new field of resources of 
banking funds. 

It cannot take deposits. It must either 
borrow on time, or sell its securities as 
a means of providing exporters with 
funds when it finances them. Unless ex- 
porters take and market its acceptances 
themselves, it must find or create a mar- 
ket for various securities running up to 
nine months, or a year, sometimes, be- 
fore maturity. 

And this brings us to the description of 
what may be the greatest of all the ulti- 


mate services of the “Edge Law” - bank 
to American business—a service that will 
be helpful directly to domestic as well as 
foreign trade. 

When the “Edge Law” was enacted 
there was much talk of the vast volumes 
of financing were going to be handled— 
$200,000,000 of credits running a year and 
more were to be raised for Europe’s 
benefit. 

How were these credits to be raised? 
What were the securities that were to sell 
in such volume? Who were to buy? 
Where was the market? 

The “Edge Law” bank has a real job 
ahead of it in working out the most prac- 
tical forms of securities to market, and 
in making a market for the finest security 
in the world, for investment of tempor- 
arily idle funds. 

I know of a great corporation which 
for ten years has employed an expert to 
keep systematic lists of maturing short 
term notes and bonds, and to be ready 
to buy these in order to get the very best 
possible returns from funds which the 
officials of the treasury had definite 
knowledge would not be needed for two, 
three, or four months, and longer. 

Commercial paper experts say that they 
have noted a new tendency in this direc- 
tion—purchase of good commercial paper 
by corporations for remunerative invest- 
ment of funds for short periods of idle- 
ness. A public utility corporation has 
just employed a financial expert to work 
out a system of putting out its growing 
dividend accumulations at better rates 
than they obtain as bank deposits. 

The great service aforementioned 
which “Edge Law” banks may organize, 
first for the benefit of foreign trade, but 
inevitably for the good of all business, 
will be the systematic education of Ameri- 
can business to differentiate between two 
classes of its quick cash assets: one class 
necessarily kept on deposit in banks sub- 
ject to check, the other invested in safe 
short-term securities at interest rates 
which add to the profits of the companies. 

The “Edge Law” banks will have 
prime paper—acceptances and collateral 
trust notes backed by the finest security 
in existence, self-liquidating commercial 
paper, with collateral and bank guaran- 
tees. These notes will represent a diver- 
sified accumulation of the best American 
and foreign credit responsibility, plus the 
guarantee of a Federal bank which is 
under continuous supervision by the Fed- 
eral Reserve Board; which must show to 
the Board the security and the transac- 
tions behind its notes; and which must 
have an added margin of 10% in its own 
capital behind every note. 


(Continued on page 337) 
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No, Immediate Decline Likely in Sugar Prices 


World Markets Nearly Five Million Tons Short of Requirements—Government Measures and 
Substitutes May Keep Market in Hand 


~'UGAR at 25 and 30 cents a pound pre- 
S sents a striking example of price 
inflation to those who remember 
the days before the war when it nor- 
mally sold at from 3 to 5 cents a pound. 
What is behind this exceptional price 
advance, and do the factors which have 
caused it seem to be permanent? 

In the first place, the European pro- 
duction of beet sugar has been about 
one-half of normal for the past two 
years, and less than that for the period 
of the war. During war-time, this de- 
ficiency in supply was partially made up 
by voluntary and enforced restrictions 
on consumption, both abroad and in this 
country; but with the end of war and 
the coming of a wave of luxury buying, 
consumption has risen beyond normal 
levels. 

A factor of importance in increasing 
the consumption of sugar has been the 
enactment of prohibition in this country. 
The result has been not only an increas- 
ing use of soft drinks when other bev- 
erages were unavailable, but a tendency 
to turn to candy as a mild form of 
stimulant, which has given a great boom 
to the candy business and increased the 
manufacturing consumption of sugar. 

On top of all this came this year’s 
poor weather in Cuba, a drought which 
cut production from an estimated 4,500,- 
000 tons to 3,750,000 estimated for the 
current crop. As Cuba is the greatest 
source of supply for American sugar 
consumers, this has resu'ted in a scarcity 
of raw sugar and a consequent increase 
in prices. 

The transportation situation compli- 
cated matters a good deal by cutting 
down available supplies of sugar at many 
American points so that a feverish buy- 
ing spell set in, which compelled the 
refiners to pay prices which they knew 
could not last for their raw sugar. A 
similar traffic situation developed in 
Cuba, particularly at the ports, holding 
up shipments and reducing the supplies 
of spot sugar to abnormally low levels. 

Since early May there has been a de- 
cided tendency for sugar prices to ease 
off. The edge is off the demand, and 
there is a tendency on the part of raw 
sugar buyers to anticipate lower prices 
and to regulate their purchases accord- 
ingly. To some extent this same policy 
was pursued earlier in the year, with the 
result that when an energetic demand 
set in they were compelled to scramble 
for the scanty supply of raws available. 
With the easing off of transportation 
conditions, to some extent at least, and 
particularly in Cuba, a good deal of the 
rush demand appears to have been satis- 
fied and there is less activity to the mar- 
ket, both for raw and refined sugars, 
than has prevailed for some time. 


Sugar Prices 
The price of raws has dropped from 
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a high point of about 22% cents, before 
duty payments, to a current price some- 
what above 17 cents. Taking the con- 
sumption of the United States at 4,000,- 
000 tons annually, and assuming this 
price decrease to be applied to the whole 
consumption, we find that the price of 
raw sugar has been deflated to the ex- 
tent of about $448,000,000. This figure 
must be modified by the fact that little 
sugar was actually sold at or near the 
top prices, while on the other hand, in 
the early part of the year, before the 
keen buying movement set in, prices 
were below the present level, at one time 
in February being as low as 10.65 cents 
a pound for raws. 

One effect of the high price of sugar 
has been that it is difficult to hold con- 
siderable stocks of either raw or refined 
sugar in the regular channels of trade. 
In pre-war years, for instance, it was 
customary for refiners to buy up large 
quantities of raw sugar in the spring 
and hold it in anticipation of their sum- 
mer requirements. In those days, how- 
ever, it was customary for the sugar 
year to begin with raws at 13% cents a 
pound, and at the height of the demand 
to range at no higher than 3 or 3% 
cents, 334 cents a. pound for raws being 
considered a particularly stiff price. 

At the present time, however, a single 
cargo of raw sugar, say 3,000 long tons, 
will cost the refiner $1,209,600, which 
will be tied up during the time the sugar 
is being refined and distributed. As a 
result, it is considered bad policy by 
sugar men to keep large stocks of raws 
on hand, and supplies are being main- 
tained practically on a hand-to-mouth 
basis. 

Fortunately, demand is so active that 
the sugar is constantly kept moving, and 
turnover among refiners is larger than 
ever before. This means a larger volume 
of business, and as a result the margin 
of profit can be kept fairly low while 
permitting a good showing of earnings 
for the year. 

Another factor which has entered into 
the price situation is the changed atti- 
tude of the retailer. Formerly the grocer 
sold sugar without any profit, as a “leader 
line,” but with the quickening of demand 
and the recurring shortage of sugar, he 
is able and willing to take a certain 
profit on this part of his business, which 
of course is reflected in the selling price 
to the consumer. 


Effects on Consumption 


Considering the situation from the 
viewpoint of consumption, we find that 
the mariufacturing part of the demand 
has increased considerably, for the 
reasons suggested above. This consti- 
tutes about 30 to 35% of the buying, 
and is in a particularly strong strategic 
position at the present time, as the de- 
mand for its products is so great, both 


in the way of soft drinks and of candies, 
that any price advances in refined sugar 
can be easily passed on to the ultimate 
consumer of sweetstuffs. 

The domestic demand is in a differem 
situation, however. The canning of 
fruits is the most vulnerable part of this 
buying, and it is agreed in sugar circles 
that a marked diminution of this demand 
is to be expected as a result of the 
mounting prices of sugar, even if it is 
necessary to let a large quantity of good 
fruit spoil for lack of preservation. 

The table consumption of domestic 
sugar is fairly constant, as a man does 
not usually consider the weather for 
crops in Cuba or the cost of transpor- 
tation from Java when deciding whether 
to use two lumps or three in his cup 
of coffee. One angle of the domestic 
demand, however, that has puzzled 
sugar men a great deal is the question 
of how large are the household reserve 
stocks of sugar all over the country. 
There can be little doubt but that they 
are somewhat larger than usual, what 
with housewives hoarding sugar in times 
of plenty for fear of a return of the 
shortage. The question is, _ however, 
whether stocks are not so large as to 
interfere seriously with later domestic 
buying of sugar, and thus keep the mar- 
ket inactive for some months to come. 


Making Up the Sugar Deficit 

From the standpoint of supply, the high 
prices of sugar have had the natural ten- 
dency to attract to this country sugar 
from all over the globe, high sugar prices 
absorbing the high freight rates. Places 
as far away as Java, Formosa and Ha- 
waii, as well as Spain and the South 
American countries, particularly Argen- 
tina, are shipping sugar to us at the 
present time, but their total quantity of 
some 400,000 tons is not enough to make 
up for the decline in Cuban output due 
to the bad crop. weather. 

In this country the production of beet 
sugar has been stimulated by the scarcity 
of Cuban sugar, and is estimated for this 
year at some 860,000 tons, an increase 
of about 100,000 tons over last year’s fig- 
ures, in spite of unfavorable labor condi- 
tions. Compared with our annual con- 
sumption of well over 4,000,000 tons, 
however, this is not nearly enough to 
make a serious difference. 

More important is the growing ten- 
dency, especially on the part of manu- 
facturers, to use substitutes for sugar, in 
the form of glucose, maltose and the su- 
gar syrup obtained as an uncrystallizable 
residue from sugar refineries. To some 
extent this helps fill the gap caused by the 
deficiency of 750,000 tons in the Cuban 
crop. 

The Government has recently taken a 
hand in the situation by buying 14,000 
tons from Argentina, in addition to pri- 

(Continued on page 356) 
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What Thinking Men Are Saying 


Financial Authorities Become More Hopeful---Business Reaction Not Expected to Go’Much 
Further—Clamor for Better Rail Facilities Continues 


BUSINESS CONFIDENCE JUSTIFIED 
IF CAUTION IS OBSERVED 


Guy Bowerman, Secretary of American 
Bankers’ Assn., Predicts Better Times 


“Under any analysis deflation proves to 
be an individual. matter, or a matter for 
each individual bank, as no general rule 
may be applied in a country whose in- 
terests are as diversified as ours. Suc- 




















—Chapin in St. Louis Star. 


TOO MUCH CLOVER! 


cessful deflation resolves itself into a 
matter of every bank’s scrutinizing with 
utmost care every loan applied for and 
fearlessly refusing all nonessential loans, 
or those not to be used for the purpose of 
production. 

“The country is gradually but surely 
getting back on an even keel, and is ap- 
proaching what may be termed, I think, 
semi-normal. conditions. If we all keep 
our heads and continue to exercise ex- 
treme business caution, we may, I am sure, 
look hopefully and with confidence to the 
very near future.” 





BUSINESS OUTLOOK IMPROVED BY 
DROP IN COMMODITY PRICES 


Renewed Activity in All Lines May Now 
Take Place 


Under date of June 15 the First Na- 
tional Bank of Boston says: 

“There has been for the last three weeks 
the greatest possible uncertainty as to 
commodity prices. Drastic drops have oc- 
curred in a number of staples, with the 
very natural result that business in such 
lines is at a virtual standstill. This in- 
siability of prices has caused the manu- 
facturer, wholesaler and retailer to sus- 
pend operations so far as is possible until 
a new trade price-level is established. 
Following a curtailing of speculation in 
securities and later in certain commodi- 
ties, there is now in progress a much- 
desired deflation in profits. In the face of 
a lull in buying, accompanied by lower 
and unstable raw material prices, there is 
evident a disposition to do business at a 
lower range of profits. 

“This is an extremely healthy develop- 
ment in the orderly readjustment of busi- 
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ness now taking place. It may fairly be 
said that the pessimism which has hung 
over this market in recent weeks is giving 
way to a better feeling based on the opin- 
ion, quite widely held, that commodity 
prices on this particular decline have 
about reached a new trading level on 
which business can go forward. Many 
good judges are predicting renewed gen- 
eral activity by early Fall, and the more 
optimistic expect this movement to start 
before the end of July.” 





AMERICAN BANKS NOW ABLE TO 
COPE WITH ANY SETBACK 


Comptroller of Currency Williams Scouts 
Panic Fears 


“I believe that the banks of our coun- 
try, both national and state, are now fully 
prepared to meet any strain or shrinkage 
in business. The Federal Reserve Sys- 
tem, without which it would have been 
impossible for this country to have 
financed itself or the Allies, and with- 
out which the war would have been lost 
to us, is operating smoothly and most 
efficiently, with the gathered and accumu- 
lated experience of the past five and one- 
half years. 

“T am happy to be able to say to you 
that I see no clouds upon the horizon 
to justify fears of a financial cyclone, 
but we can not count upon enjoying 
fair weather forever. There will neces- 
sarily be some stiff breezes, perhaps some 
stormy weather, but none that we can 
not safely endure by adjusting our. sails 
and holding firmly the helm.” 





ECONOMIC FACTORS INDICATE NO 


DRASTIC FALL IN PRICES 


Barclays Bank, Ltd., of London, Believes 
Decline Will Be Gradual 


“As far as can be judged, the increase 
in world production has been insufficient 
to do much more than arrest advancing 
prices, and—ignoring isolated commodi- 
ties, weak positions and temporary and 
seasonal movements—it would seem that 
the most that can be said is that the de- 
mand is now slightly less insistent than 
it was. Buyers may hold off temporarily 
in the hope of lower prices and this may 
precipitate sales by weak holders and 
bring about a slump. But, taking a 
longer view, the economic factors, as far 
as they can be estimated, would not seem 
to indicate a drastic fall in prices, but 
rather the arrest and reversal of that 
steady upward movement which has been 
proceeding for the past twelve months. 

“Tf this should prove the case, then the 
movement will be all to the good, for 
development work cannot be carried out 
on existing inflated costs. Anything in 
the nature of a violent fall in prices 
would, however, be disastrous to all 
classes, for it would bring in its train 
commercial failures, depression and un- 
employment. This fact is so well recog- 
nized that it may be assumed that every 


effort will be made to bring into operation 
such counteracting forces as are avail- 
able.” 





PRICE-CUTTING ONLY TEMPORARY 
INFLUENCE IN BUSINESS WORLD 


Federal Reserve Board Does Not Attribute 
Reductions to Over-Supply 


The Federal Reserve Bulletin for June 
says in part: 

“High prices and congestion have 
worked together effectively to increase 
the difficulties of the banking situation. 
The effort to force downward revision 
of prices of goods has probably had the 
effect of cutting off a certain percentage 
of excessive prices due merely to a feel- 
ing on the part of dealers that there 
was practically no limit to what the pub- 
lic was prepared to pay. It has, however, 
had no immediate relationship to the 
underlying situation in prices since it 
does not apparently grow out of a large 
accumulated surplus of goods, a material 
change in the conditions of bank credit, 
or a change in the volume and methods 
of production. Least of all has it re- 
sulted from any increase in savings and 
investments or from economies in con- 
sumption. It is therefore to be regarded 
as of temporary significance, although it 
may possess a more permanent value in 
marking the downward turn of prices 
from the high levels already arrived at.” 
CAPITAL MAY STRIKE IF NOT MORE 

FAIRLY TREATED 


Jules S. Bache Denounces Antagonism To- 
ward Moneyed Class 


“If present conditions continue, I fear 
that we will have plenty of labor and 
pienty of management, but that capital 
will disappear and will be forced to strike 
for lack of protection. 


“The declarations heard on all sides 
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—Thiele in Sioux City Tribune. 
SPOTS BEFORE HIS EYES 


that the excess profits tax must go, even 
though there seems no immediate likeli- 
hood of this type of taxation being re- 
pealed, do not go far enough. The super- 
tax on incomes must go, and go speedily, 
or all incentive to increase earnings will 
be removed. 
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“We must raise $4,000,000,000 annually 
during the next few years at least, for I 
see no evidences that our representatives 
in Washington mean to permit this to be 
decreased materially in the immediate fu- 
ture. How can we raise $4,000,000,000 
and not paralyze industry? To raise it 
under the present methods, to my mind, 
means the continuation both of the excess 
profits tax and of the insufferable super- 
tax. It means that great capitalists will 
continue to withdraw their money from 
business enterprises, and invest it in 
municipal and other tax-exempt bonds, 
leaving the burden of enterprise on those 
of moderate means and on the actrve 
business element of the country.” 





PUBLIC SHOULD BE TAUGHT IMPOR- 
TANCE OF CAPITAL 


Governor Coolidge Points Out Capital’s 
Aid to Production 


“There has been and still is in some 
cases a range of artificially high prices 
which has not been caused by, but has re- 
sulted in, profiteering. There is but one 
sure remedy for this and that is an in- 
crease of production. It can only be se- 
cured by the investment of new capital 
in enlarging our industries or improving 
their methods by a wiser management, 
cr by a more proficient application of 
employees. 

“Having in mind solely the public wel- 
fare, there is need of a larger realization 
of the benefit conferred by the collection 
and investment of capital, not to the 
owner of capital, but to the user of its 
products. The accumulation and invest- 
ment of capital is the means of advance 
and comfort in modern civilization and 
whatever arrests, discourages or prevents 
it turns toward distress and barbarism. 
A limited output at high price means ser- 
vice to a favored few. Large production 
or a low price means service to all.” 





RAILROAD LABOR TROUBLES DRAW- 
ING TO AN END 


President Besler, of Jersey Central, Pre- 
dicts Increasing Unity 


“The railroads will not and cannot, un- 
der the transportation act, refuse to take 
freight from anybody, and that act does 
not make any distinction between freight 
handled by union or non-union labor. On 
April 1 the water craft workers, the 
masters, mates, pilots, engineers, lighter 
captains and others engaged in marine 
work in the harbor struck in sympathy 
with the coastwise longshoremen, whose 
difficulties originated with the United 
Fruit Co. 

“The railroads were resolved that they 
must carry out the legal terms of their 
contracts, and when they attempted to 
do so the strikers called out the tugboat 
crews and the ferryboat hands. This was 
the fifth strike in one year, and in each 
case the United States Government had 
made an unjustifiable surrender. 

“All of these troubles now are prac- 
tically at an end. I am hopeful that labor, 
union and non-union alike, now is going 
to get down to an appreciation of the 
fact, which we all must realize, that work, 
production and more production is the 
one and only solution of our difficulties.” 
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NO COAL FAMINE IF I. C. C, PRIORITY 
ORDER IS OBEYED 


National Coal Dealers’ Assn. Says Only 
Cars Are Needed 


“All over the country great manufac- 
turing plants, public utilities and other 
large consumers are clamoring for an 
iunmediate supply of coal so as to avert 
a shutdown of industry. The coal opera- 
tors can supply all the coal the country 
needs if the Interstate Commerce Com- 
mission’s order is rigorously carried out. 
It is all a matter of coal cars and nothing 
else. 

“While the cry has been raised against 
shipping any coal for export, the fact 
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AND SO DO WE—LIKE THIS! 


is that almost no coal at all is being 
shipped out of the country at this time. 
In the five months ending May 31 only 
4 per cent of the entire bituminous coal 
production of the country was exported. 

“Just as-soon as an adequate supply 
of open-top cars is placed at the disposal 
of the mine owners there will be enough 
coal on its way to the consumers to fill 
every demand, and there need be no fear 
of a coal famme next winter. 





ONE OPERATING UNIT ONLY BASIS 
OF RAILROAD EFFICIENCY 


William B. Colver Says All Groups Agree 
on This Point 


“Within a few days we will begin to 
harvest a new crop of wheat, and 20 per 
cent of their last year’s crop is still in 
the hands of Kansas farmers, because 
they have not been able to get cars to 
move that wheat. Other sections of the 
country are similarly situated. The far- 
mers have borrowed money on this 1919 
wheat. The bankers cannot finance the 
1920 crop until the loans on the 1919 
crop are paid. Those loans cannot be 
paid unless the grain can get to market. 
And yet we hear predictions of $25 flour 
and 25 cent bread. 

“So far as I know, there is just one 
thing upon which both the believers in 
private ownership of railroads and the 
believers in Government ownership of 
railroads fully and absolutely agree: It 
is that maximum efficiency can only be 


had, from ,the railroads of the country 
if these railroads are one operating unit. 

“So long as the railroads are operated 
separately with separate, ownership of 
motive power and rolling stock, no rail- 
road, not even the richest one, can ope- 
rate profitably and with reasonable rates 
if it has to supply itself with a motive 
power and rolling stock equipment capa- 
ble of taking care of its peak load.” 





AMERICAN STEEL PLANTS MUST 
SUPPLY WORLD'S NEEDS 


Vice-President Howell, National Bank of 
Commerce, Emphasizes Inadequacy 
of Foreign Output 


“The arrears caused by four years’ de- 
struction of steel and by reduced out- 
put after the armistice cannot be made 
up in the near future by any country 
except the United States. Yet in the 
first calendar year after the war Amer- 
ican pig iron output dropped to 31,015,- 
000 tons, which was 8,000,000 tons below 
that of 1918 and practically the level of 
1913. The fact that this reduction oc- 
curred without financial or industrial dis- 
turbance is a matter for congratulation, 
but in view of the five years’ accumulated 
need of steel throughout the world it is 
a calamity. 

“Even assuming a production of pig 
iron in 1920 equal to that of the best 
war year and a rate of export some- 
what higher than that of the pre-war 
years, the exportable surplus of the 
United States is not likely to equal Ger- 
many’s annual exports in the years im- 
mediately preceding 1914. The United 
Kingdom is unable at present to recover 
from former volume of exports except at 
a sacrifice of domestic needs. 

“There can be no question, therefore, 
as to sufficient foreign outlets for all 
the United States can spare and more 
The American iron and steel industry 
has the resources, the capacity and the 
industrial organization to produce largely 
beyond domestic needs. A responsibility 
rests upon this country to maintain pro- 
duction at a point where the industry 
can do its share toward satisfying the 
world-wide need of steel.” 





LARGER BUYING POWER FOR MONEY 
WHEN NATIONAL DEBTS ARE 
PAID 


National City Bank Estimates World Debts 
at $265,000,000,000 


“The national debts of the world now 
approximate  $265,000,000,000, against 
$44,000,000,000 at the beginning of the 
great European war. The interest charges 
on the grand total now exceed $9,000,- 
000,000 per annum, as against about $1,- 
750,000,000 in the year before tne war. 
The per capita of national indebtedness 
averages, for the aggregate population 
of all the countries for which debt figures 
are available, about $150 per capita, 
against approximately $27 per capita in 
1913, and annual interest charges about 
$6 per capita at the present time, as 
against about $1 per capita in 1913. 

“As to the future of the enormous in- 
debtedness now existing, and esecially 
that added during the recent war, it may 
be said that the large sums which must 
be paid annually for interest and prin- 
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cipal will be in nearly all cases paid to 
the citizens of the country paying the 
same, the sums collected from the citi- 
zens and business organizations by tax- 
ation being again paid out within the 
same country and in some cases to the 
same individuals as holders of the securi- 
ties, while the holders of the securities 
in question may reasonably expect that, 
with the progress of deflation and return 
to a more stable currency, the purchasing 
power and therefore value of the 
moneys in which the securities are finally 
to be redeemed will be materially greater 
than that in which they were bought.” 





BRITISH ZINC INDUSTRY DEPENDS 
ON GOVERNMENT SUPPORT 


“British Metal World” Fears Extreme 
Depression in This Trade 


“Spelter is beginning to attract atten- 
tion again, and the metal would now 
appear to be passing through one of those 
phases which are only too familiar to 
all who handle zinc. British smelters 
are in a very unenviable position, and, if 
ail we hear is correct, it will be a matter 
of great difficulty for some of them to 
continue much longer unless the Govern- 
ment is prepared to spend another 
£100,000 or so to assist them. 

“The outlook for spelter, in our opin- 
ion, favors a rise, and we shall expect 
to see better prices as we get toward the 
Autumn. The fall from over £60 per 
ton to the present level in about three 
months is excessive, but a lot depends 
upon the German and Belgian output. 
Germany is now reported to be able to 
permit exports in moderate quantities, 
and all the continental producers are in- 
creasing their efforts to swell their out- 
put. No doubt spelter today is selling 
under cost, and this means the extinction 
of the British industry unless further 
Government funds are available.” 





SOVIET WILL COLLAPSE IF DENIED 
WORLD TRADE 


John A. Gade Says Peasants Are Deserting 
Trotzky Government 


“If trade relations are not entered into 
with Russia by other countries, the Com- 
munists must fall within three months 
through utter collapse of the transpor- 
tation system. They have reached a 
crisis now, and Trotsky, who I believe 
ranks with Herbert Hoover as one of 
the world’s greatest administrators, has 
seen the ultimate failure of his labor 
army. Despite the punitive battalions ot 
Communists over them, the Russian 
peasants are deserting Trotsky’s labor 
army in droves, realizing at last that in- 
stead of cultivating Soviet crops they 
might better till their own fields. 

“This is probably the most encourag- 
ing sign from Russia, for at least 90 per 
cent of the population are peasants. 
Nothing much can be expected of the 
upper classes. They have been stunned 
by terrorism, and you could no more 
expect action from them than from a 
man who has just arisen from the oper- 
ating table. Six hundred thousand Com- 
munists have held 150,000,000 of people 
in absolute subjection through the great- 
est reign of terror ever exerted by a 
minority in the world’s history.” 
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PEACE RESTORED IN MEXICO— 
PROSPERITY JUST AHEAD 


Sefior Calderon, Mexican Envoy, Pleased 
with Country’s Progress 


Discussing the new order in Mexico, 
Don Fernando Calderon, Mexican envoy 
to the United States, said recently: 

“When I came from Mexico City to 
the border by rail last week there was 
not a single armed man aboard my train, 
whereas three months ago trains carry- 
ing high government officials had to 
have armed escorts. These things now 
are done away with. In consequence of 
all this great industrial concerns have 
already commenced sending representa- 
tives to Mexico preparatory to the re- 











Law—in London Star. 


J. BULL: WE’VE GOT TO GET HIM UP 
OR HE’LL HAVE US DOWN! 


sumption of normal business. Within six 
months I look forward to witnessing one 
of the greatest periods of activity Mex- 
ico has ever seen.” ; 





INTENSIVE CO-OPERATION THE KEY- 
NOTE OF SUCCESSFUL FOREIGN 
TRADE 


President Mitchell, National City Co., 
Urges United Action 


“We have indeed a lesson to learn in 
the development of world trade, a trade 
that must ever be balanced by goods and 
accounts and investments. It is a lesson 
in intensive co-operation. 

“A co-ordination of the action of gov- 
ernment, finance and commerce must be 
established—a co-ordination such as is 
evident in the progressive development 
of the heretofore leading countries in 
world trade, where finance has always 
been the handmaiden of commerce and 
government has stood by as a good 
mother, ever fostering and protecting. 

“Regardless of the results of the com- 
ing election or the platform on which the 
winning party steps to victory at the 
polls, the time has come when American 
business men must unite in demanding 
of the new administration the firm estab- 
lishment of a future policy of protection 
to American life and property on foreign 


soil and a revolution of the character of 
the diplomatic and consular service. The 
men selected for that service are the 
samples of Americanism set in the in- 
ternational show window, indicating 
what may be looked for in the man at 
home and they should be selected with 
all the care that each one. of you is 
selected as representative of the stand- 
ards of your trade or profession.” 





FRANCE RECOVERING RAPIDLY 
FROM WAR’S EFFECTS 


Prince de Chalais, Embassy Consul, Is 
Confident of His Country’s Future 


“France is recovering rapidly from her 
ravaged condition following the war. In 
spite of the heavy taxes imposed upon 
the people, they have accepted the burden 
without complaint. That part of France 
devastated by the war is now under cul- 
tivation and the crops for the current 
year are estimated between 25,000,000,000 
and 30,000,000,000 francs. 

“As to the assertion that the people 
of France are awaiting the indemnity, I 
wish to say that is not the case, for there 
is a realization on the part of all the 
people that the problem of reconstruction 
depends upon everyone getting back to 
work.” 





RFSERVE BOARD ENDORSES LOANS 
TO ESSENTIAL INDUSTRIES 


Governor Harding Would Base Allotments 
Upon Seasonal Yields 


“It is the Board’s view that banks in 
granting accommodations should take 
into consideration the liquidity of the 
loan, and that loans, even for large 
amounts, which are necessary for the pro- 
duction and distribution of essential com- 
modities and which will be paid in full 
in the course of three or four months 
should be looked upon with greater 
favor than loans for smaller amounts 
which may run for indefinite periods or 
which may be sought merely for the pur- 
pose of withholding for higher prices 
goods which the market is ready to 
absorb. 


“The that banks 


>. 
assumes 
throughout the country understand these 
principles, and it does not believe that 
it is necessary to advise them or the 
Federal Reserve banks as to the eligi- 
bility of paper, which is defined under 


Board 


the terms of the Federal Reserve act 
and the regulations of the Board. If any 
seasonal industry, such as the canning in- 
dustry, should come into the market for 
very large loans next November or 
December, it would be incumbent upon the 
borrowers to justify their position in ap- 
plying for loans at that time, and certain 
extraordinary conditions, such as ina- 
bility to secure transportation facilities, 
would have to be set up in justification 
of their applications ; but this is the season 
when the small crops, which are the basis 
of the canning industry, are coming into 
the market, and they must be utilized now 


‘or not at all, and it is apparent that ap- 


plications of canners for accommodations 
at this time are entitled to greater .con- 
sideration than any other time of the 
year.” 
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Two Railroad Bonds at Bargain Prices 


Reasons Why Peoria & Eastern 4s of 1940 and Rio Grande Western 4s of 1949 Are Worth 
- More Than They Are Selling for Even in This Depressed Market 


HAT investors cannot afford to sus- 

pend intelligent inquiry was never 

manifested better than by the present 
market position of two bonds whose 
weakness can be ascribed to nothing but 
indifference. It has recently happened 
quite often that good bonds have been de- 
pressed below their true level by heavy 
European offerings. Others, the open- 
mortgage bonds of the larger systems, 
have developed intrinsic weaknesses 
through the pledging of large ratios 
to secure short term notes or loans from 
the War Finance Corporation or the Rail- 
road Administration. 

Neither of these causes, however, has 
operated to depress Peoria & Eastern first 
consolidated 4s of 1940 or Rio Grande 
Western first consolidated 4s of 1949. 
There has been no selling pressure in 
either case, the bonds simply having 
drifted downward. When an occasional 
bond has been offered for sale, it met 
no supporting bids. This is shown in the 
case of the Peoria & Eastern 4s, which 
recently declined nine points, from 56 to 
47, on the sale of one bond, representing 
a transaction of less than $500. On the 
other hand, the nine points decline meas- 
ured against the outstanding issue meant 
a loss in market value of more than 
$720,000. 

In both instances, friction has probably 
had something to do with the indifference 
toward the bonds. The long-drawn con- 
troversy between Big Four and the hold- 
ers of Peoria & Eastern income 4s, in- 
terest on which is payable only as earned, 
has affected without reason the attitude 
of investors towards the consolidated 4s, 
interest on which is guaranteed by Big 
Four. Anyone who has followed the 
operating results of Cleveland, Cincin- 
nati, Chicago & St. Louis in the last few 
years, with the corresponding security of- 
fered by its guarantee, could not help but 
see the difference in the position of the 
two bonds. 

In similar manner, Rio Grande Western 
consolidated 4s have been affected with- 
out reason by the suit of the Western Pa- 
cific against two trust companies te de- 
termine the validity of an alleged second 
lien on Utah Fuel Company’s stock, de- 
posited as first collateral security for these 
bonds. This stock, valued at $12,000,000, 
can be released from the first lien on pay- 
ment of $6,000,000, but the validity of the 
lien in this sum has never been ques- 
tioned. On the other hand, the lien is set 
up as a fact in the complaint. 

In this way, both bonds have suffered 
from bad association. 


Peoria & Eastern 


In recent years Peoria & Eastern has 
not reported separately, its earnings hav- 
ing been included with those of Big Four, 
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but the protective committee formed for 
the income 4s compiled a balance sheet 
as of December 31, 1919. This shows in- 
vestment in road and equipment amount- 
ing to $19,527,000, all the equipment being 
owned free of trust certificates. In addi- 
tion, the company’s investment in the 
mileage from Indianapolis to Springfield, 
Ohio, title to which is held by Big Four, 
amounted to $5,000,000. A purchase money 
mortgage for this sum is held by the trus- 
tee as part security for the consolidated 
fours. The net investment, therefore, on 
which these bonds are a lien, is more 
than $24,500,000. Underlying bonds 
amount to $1,460,000, which, with $8,376,- 
000 Peoria & Eastern consolidated 4s, 
makes a total mortgage debt prior to the 
income 4s of $9,836,000. The security, 
therefore, amounts to more than 250%. 

Peoria & Eastern has never been a 
large earner, but in recent years it has 
shown a small surplus over interest re- 
quirements. The real security for inter- 
est, however, lies in the guarantee of Big 
Four, than which none could be better. 

At the risk of repetition, attention is 
again called to the fact that railroad 
stocks are selling too high for bonds, and 
this could not be better exemplified than 
in the case of Peoria & Eastern. As far 
as Big Four’s general mortgage covers 
Peoria & Eastern mileage, that lien is 
subject to the latter’s consolidated 4s. 
Further, Big Four’s guarantee is an obli- 
gation prior to dividends on either class 
of its stock. 

If one were asked to select, the non- 
dividend rail nearest dividends, perhaps 
it would not be possible to make a better 
selection than Big Four common. This 
stock paid 4%, the same rate paid on 
Peoria & Eastern consolidated bonds, 
from 1902 to 1907; 1% in 1908, 2% in 
1909 and 1910 and none since. Peoria & 
Eastern bonds are certain to advance as 
they approach maturity. No such cer- 
tainty exists with respect to Big Four 
common. Both these securities are selling 
around 51. 


Rio Grande Western 


The old Rio Grande Western Railway, 
forming the western part of the present 
Denver & Rio Grande system, consists 
of 733 miles of road through the Rocky 
Mountains. The bonded debt amounts to 
$30,270,000, but the stock of the Utah Fuel 
Company is additional security for this 
debt to the amount of $6,000,000. The 
road itself, therefore, is bonded at the rate 
of about $33,000 a mile, or less than the 
cost of constructing a prairie road. 

The first trust 4s of 1939, of which 
$15,190,000 is outstanding, are secured by 
a first mortgage on the main line. The 
first consolidated 4s, of which $15,080,000 


is outstanding, are secured by a second 
mortgage on the main line, a first mort- 
gage on 316 miles of feeders and a first 
lien on Utah Fuel stock. 


As an earner, Rio Grande Western has 
always been the best part of the Denver 
& Rio Grande system. It originates a 
large tonnage of coal which moves over 
most of its main line into the northwest. 
As far as traffic and earnings go, it could 
stand alone and apart from the old Den- 
ver & Rio Grande. During the last few 
years, traffic became so congested that it 
was found necessary to double track por- 
tions of the main line, especially on the 
grades, , 

Denver & Rio Grande system in the 
first four months of this year reported 
net operating income of $2,637,794. 
Weighted for seasonal traffic, this 1s at 
the annual rate of about $9,500,000. 
Charges, including interest on $42,000,000 
bonds junior to both issues of Rio Grande 
Western, run about $6,000,000 a year. 
April, 1920, was the worst railroad operat- 
ing month in the history of the country, 
but in that month Denver & Rio Grande 
reported net income of $497,767, or about 
the equivalent of its interest charges. This 
is sufficient to indicate that interest on 
senior bonds will be well. covered by 
earnings under higher rates. 

Rio Grande Western consolidated 4s of 
1949 are selling around 4934, at which the 
flat return is more than 8%.—Peo. East. 
vol. 26, p. 14, Rio. Gr. W. vol. 24, p. 931. 





THE RAILROAD’S BURDEN 


A striking illustration of the burdens 
under which American railroads of today 
are struggling is to be found in the fol- 
lowing excerpt from remarks recently 
made by President Ralph Peters of the 
Long Island R. R. Co.: 

“The cost of maintaining equipment on 
the Long Island R. R., for the first five 
months of 1920, was greater by over 
$500,000 than for the same period last 
year. Likewise, transportation expenses 
on the Long Island between January and 
June 1 of this year have increased over 
$700,000 compared with the corresponding 
period of 1919. In addition to a largely 
increased train service which is being op- 
erated this year, we are paying, for in- 
stance, $1.00 per ton more for fuel than 
last year. Train supplies of all kinds, 
stationery, printing, and in fact all the 
things used on the railroad, seem to be 
going up weekly. Further readjustment 
of employes’ wages has served to increase 
the cost of operation. On top of all this, 
the Long Island, along with other roads, 
has suffered curtailment of revenue as the 
result of the recent strike of railroad em- 
ployes.” 
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Large Railroad Maturities in Year 
Ahead 


Refunding of $215,227,000 Burlington Joint Fours Will Call 
for a Major Operation 


R AILROAD maturities from August 1, 

1920, to July 1, 1921, while calling for 
no new capital, are likely io prove costly 
in several instances to the borrowers on 
account of the higher rates which must 
be paid for refunding or extensions. Some 
of the old issues falling due bear 6% 
and 7% and the latter especially should 
not add much to the interest burden, but 
the large issues of 4s and 4%s will entail 
heavy additional charges. 

While an easing in money rates is gen- 
erally expected after the release of the 
credit strain this Fall, it is hardly pos- 
sible, until the Government debt has been 
substantially diminished, that railroads 
will be able to borrow on their former 
basis. 

The accompanying table contains the 
principal railroad maturities for the re- 
mainder of this year and the first half 
of next. Equipment trusts have not been 
included because the rentals provided by 


tain that a refunding or an extended obli- 
gation will carry a higher rate. 

New York Central will have no trouble 
in refunding its $15,000,000 notes, but 
Seaboard Air Line’s $4,000,000, already 
bearing 7% and issued during compara- 
tively easy rates, make one wonder what 
they will bear next. Both Rock Island 
and Missouri Pacific have obligations that 
will have to be raised from 6% to at 
least 7%. 

Delaware, Lackawanna & Western, on 
account of a leased line has a $12,000,000 
maturity the first of next year, but in this 
case the security is so great there is little 
doubt holders would be glad to extend 
at the same rate if the duration of the 
2xtension were made great enough. 

St. Paul has three maturities in the 
first half of 1921, all of them divisional 
bonds bearing 5% and aggregating more 
than $31,000,000. The price of St. Paul’s 
junior bonds, available for refunding, 








PRINCIPAL RAILROAD MATURITIES FROM AUGUST 1, 1920, TO JULY 1, 1921. 


Security 
Delaware & Hudson col tr 5s 


N Y¥ Lake Erie & West Ist cons 7s 
Great Northern col tr 5s 

New York Central col tr 6s 
Seaboard Air Line col tr 7s 

Chi Rock Island & Pac col tr és 
New York & Erie 4th ext 5s 
Missouri Pacific cons 6s 

Western Maryland col tr 7s 


1 
1 
1 
1 
1 
15 
15 
1 
1 
1 
1 


N Y Lackawanna & West Ist és 
Chi Mil & St Paul West div Ist 5s 


Chi & Northwestern deb 5s 


— 


ee et bet et tet et tt ee oe et ee tt 


Penna R R Penna Co gold 4%s 
Penna R R Penna Co Ist 4%s 


Great Northern Burlington col tr 


Central of N J American Dock 5s 


Western Maryland Coal & Iron Rwy Ist 5s 
Erie Rwy Ist cons 7s ........... pine 


Northern Pacific Burlington col tr 4s ° 
Chi Mil & St Paul Lake Sup div Ist 5s 
Chi Mil & St Paul Wis & Minn div Ist 5s 


Southern Pacific Louisiana West Ist 6s 


Amount 
$9,000,000 


,000,000 
16,891,000 


Louisville & Nashville 8 E & St L div Ist 6s .. 
Southern Pacific Houston & Texas Cent gen 4s 


Chi & Northwestern Mil L S & West Ist és ..... 
Delaware & Hudson Ren & Sar Ist 7s 


Penna R R Phil Wil & Balt guar 4% cert 
4s 








the terms of the leases are usually suffi- 
cient to cover the serial maturities as well 
as interest. 

It will be observed that the largest 
aggregate of maturities falls between 
June 15 and July 1, 1921, a difficult season 
for financing, because a tax installment 
and heavy interest and dividend payments 
come at the same period. 

Taking up the maturities in their order, 
Delaware & Hudson has already made 
provision for its $9,000,000 notes. West- 
ern Maryland has two maturities in 1920 
aggregating $6,000,000, on $5,000,000 of 
which the rate is already 7%.  Erie’s 
three maturities this Fall were discussed 
at length in the last issue of THE Maca- 
ZINE OF WALL Street, and there is little 
doubt that they: form: a real problem. 
Great Northern has made no announce- 
ment of its plans with respect to its 
$20,000,000 maturing notes, but it is cer- 
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indicates that this will be a_ costly 
transaction. Northwestern has $15,000,000 
maturities in the same period, with 
$10,000,000 bearing 5%. 

Pennsylvania Railroad has nearly $41,- 
000,000 maturities from July 15 to July 1, 
all bearing 4% or 414%. If Pennsylvania 
has to pay the same rate that it did for 
recent financing, the refunding of these 
three maturities will add about $1,250,000 
to the company’s interest charges, 

The largest corporate maturity in the 
history of American finance—the Bur- 
lington collateral trust joint 4s—falls on 
July 1. Although the table shows each 
guarantor road obligated for half the to- 
tal, as a matter of fact Great Northern 
and Northern Pacific are jointly and 
severally liable for the entire $215,227,000. 
Including this issue, the maturities falling 
within a period’ of fifteen days aggregate 
about $275,000,000. 


PUTTING . EFFICIENCY iINTO 
AMERICAN FARMING 


(Continued from page 302) 


propriates about $35,000,000 a year but 
really the work of the department em- 
braces so many things that only about 
$12,000,000 a year is available primarily 
for agriculture. Congress usually re- 
sponds to the wish of the nation, there- 
fore, judging from results, it appears that 
the nation is not sufficiently awake to the 
opportunities it has in the work of its 
agricultural department. 

“Few expenditures of the government 
pay such great dividends as do those of 
the department of agriculture,” the Secre- 
tary continued, “nor open up such vast 
new lines of business. There are 17 bu- 
reaus in this department and each is en- 
gaged on a great number of projects. 
The 21,000 employes are a wonderful lot 
of able and loyal men and women. Their 
efficiency is beyond question but their 
pay is relatively poor. But they are will- 
ing to make the sacrifices and stay on. 
Our turnover is 30 per cent in twelve 
months. On the score of work done and 
the results and the original costs, the de- 
partment pays a dividend of more than 
1,000 per cent annually to the govern- 
ment. Considering the department of 
agriculture as a business proposition, pay- 
ing 1,000 per cent on its investment, can 
you imagine a board of directors of such 
an organization, in this case the Congress 
of the United States, failing not only to 
support it with more funds but actually 
reducing its appropriations ?” 

“Will you point out some of the busi- 
ness enterprises that agriculture through 
its official department has started ?” 

“There is, for example, the Egyptian 
cotton industry established by the de- 
partment in the Southwest. It was worth 
last year $20,000,000. In California it has 
started the rice-growing industry, which 
last year yielded the growers $21,000,000. 
It introduced and developed the navel 
orange, 13,000,000 boxes of which were 
distributed last year. It made possible 
the development of the by-products in- 
dustry in citrus fruits by the utilization 
of the culls. Millions of pounds of orange 
and lemon by-products were disposed of 
last year. From the rice fields of Cali- 
fornia have sprung a dozen large rice 
mills and the Egyptian cotton industry 
is of great importance to the textile in- 
dustries of the nation. Then there is the 
important work of eradicating the cattle 
tick, saving many millions of dollars, the 
boll weevil, hog cholera and like similar 
scourges which heretofore have meant 
the losses of millions of dollars to the na- 
tion. In the Northwest has been intro- 
duced the Durum wheat industry, the 
macaroni wheat, a business worth now 
$50,000,000 a year. Indian corn used not 
to be raised profitably in the Southwest 
but kafir corn has been introduced there 
and other sorghum crops amounting to 
$125,000,000 bushels annually. By the 
eradication of the common barberry, the 
host of the black stem rust of wheat, we 


-have found a means of controlling a dis- 


ease that has cost the United States 200,- 
000,000 bushels of wheat in a single year. 
All this is but touching the high lights 
in’ accomplishments of the immediate 


past.” 
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New Haven’s Operating Difficulties 


High Ratio of Passenger Traffic, Numerous Proportion of Short Hauls and Large Investment 
° in Land Make New Haven’s Future Uncertain 


HE recent valuation figures on New 
York, New Haven & Hartford 
Railrcad, together with those of 

Boston & Maine, showed so large a 
property value for the stock that interest 
was renewed in the issue and consider- 
able buying followed. Taking the figures 
on any basis, there is not the slightest 
doubt of this value, but sight should not 
be lost of the fact that New Haven is a 
going enterprise and not a liquidating 
concern. The question for stockholders 
is not the asset value of the stock but 
what the company can earn on its stock. 

Suggestions for the liquidation of sev- 
eral railroad properties have been heard 
lately on the ground that they are worth 
more scrapped than running. Quite a 
little buying movement was started in 
Atlanta, Birmingham & Atlanta on such 
a suggestion. If one can rely on prece- 
dent, this is what happens in such a case: 
The court appoints a receiver who oper- 
ates the property at a deficit, to cover 
which he issues certificates. These under- 
lie all other obligations (or may in the 
discretion of the court) and the holders 
finally take the property. They become 
the new security holders, and, buoyed by 
false hope, permit the process to be 
repeated. 

The saving that was made on behalf of 
the stockholders in the United States 
Express Company through liquidation 
cannot be effected in the case of railroad 
stockholders, for there is no possibility 
of transferring the functions of one rail- 
road to that of another road, as could be 
done in the case of an express company. 
The courts hold that the public’s interest 
in the operation of a railroad is greater 
than the security holder’s interest in the 
investment. Operation of the road is re- 
quired if anyone can be found to meet the 
deficit, and some one nearly always can. 
As in the case of the Colorado Midland, 
the value of the property is likely to be 
absorbed several times in operating losses 
before the road finally goes on the scrap 
heap. 

New Haven, in common with other 
New England roads, is confronted with 
several serious obstacles to profitable 
operation. Several of the obstacles are 
fundamental, but one of importance is not. 


Unproductive Investments 


As measured by roads outside New 
England, a disproportionate part of New 
Haven’s investment is in land—costly 
terminal property and right-of-way. A 
large part of its freight traffic is short 
haul. Of its gross revenues, a large part 
‘is derived from passenger travel. . Given 
the traffic, a road that crosses hundreds 
of miles of worthless desert has a‘ great 
advantage over a road that reaches one 
town as soon as it leaves another, assum- 
ing that both are required to earn 6% on 
their respective investments. Investment in 
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right-of-way, of itself, contributes noth- 
ing to revenue. 

From this, and the disadvantage of 
short hauls, there seems to be no escape 
for New Haven and the other New Eng- 
land roads. There is no reason why the 
profits of freight traffic should be greater 
than the profits of passenger traffic, ex- 
cept one of political expediency. But this 
exception is the final argument, because 
there are more travelers than shippers. 
The owner of a mine that ships 100,000 
tons of coal per annum possesses no more 
votes than the squirrel hunter who whder- 
takes an annual journey from Butternut 
Ridge to the county seat. 

New Haven’s rental is 
compared with an operating ne - 
769,005 in 1918 and $6,929,382 in 1919, 
Boston & Maine’s rental is $9,832,491 


‘compared with an operating net of $1,- 


895,400 in 1918. and $3,577,108 in 1919. 





EARNINGS PER SHARE ON NEW HAVEN 


1910 


1.52 








Central New England for the two years 
combined showed an operating deficit. 

On the basis of the relationship be- 
tween freight and passenger revenues for 
all the roads in 1919, it has been esti- 
mated that an increase of 25% in freight 
rates would produce an increase of be- 
tween 17% and 18%°in gross revenues, 
operating costs remaining constant. Ap- 
plying an increase of 25% to New 
Haven’s 1919 freight revenue would pro- 
duce an increase in the company’s gross 
revenue of only 11.7%. While a greater 
increase than 25% will doubtless be 
granted the New England roads, the 
figures are sufficient to show New 
Haven’s position compared with that of 
the roads as a whole. 

For the first four months of this year, 
New Haven, Boston & Maine and Cen- 
tral New England reported an aggregate 
operating deficit of $8,600,000. Their ag- 
gregate freight revenues were $26,400,000. 
Thus, they would require, on the assump- 
tion that there will be no further increase 
in materials or wages, an increase of 
32.6% in freight rates to wipe out the 
operating deficit. This, of course, would 
leave nothing for interest, much less 
stock. 

Considering New Haven separately, it 
reported $3,000,000 operating deficit com- 
pared with freight revenues of $10,900,- 
000. On the same basis, it would need an 
increase of 27.5% in freight rates to wipe 
out the operating deficit. 


What the Traffic Will Bear 


Since an increase in freight rates came 
under discussion there has been a con- 
stant upward revision of the estimates, 
but a question arises as to what level of 
charges New England traffic will bear. 
Tue Macazine or Watt Street for 
March 6 contained a table of compara- 
tive costs of less than carload freight 
movement between New York City and 
many New England points compiled by 
the traffic manager of the Otis Elevator 
Company for his guidance in routing 
shipments. The costs by motor truck for 
points as far distant as Providence were 
lower than by rail, with all the factors 
equated. 

This comparison was on the basis of 
existing railroad rates. An add'tion of 
30% would give the motor truck an ad- 
vantage as far as Boston. All low-tariff 
freight moving in car loads, of course, 
would remain to the railroad, but the loss 
of any traffic means a further increase in 
the rates on the remaining business, if the 
company is to earn a reasonable return 
on its investment. 

While operating conditions were excep- 
tionally bad in the first four months of 
this year, accepting the results as a basis, 
New Haven would require an increase in 
freight rates of 30% and an increase in 
passenger rates of 50% to cover its fixed 
charges as reported for 1919. Under this 
assumption, the net income would not 
even equal standard return, which is 
equivalent to about $1.50 a share on the 
stock. 

Although no tentative valuation for 
New Haven has been announced, the pre- 
liminary engineering and land reports 
have been compiled. They show a large 
excess over the property accounts as car- 
ried in the books and reflect an asset 
value for the stock of about $135 a share. 

At the close of the year New Haven 
had outstanding $57,754,000 mortgage 
bonds, $153,939,000 debentures, $49,309,750 
loans and bills payable, $7,432,000 equip- 
nent trusts and was indebted to the Di- 
rector General in a sum estimated ‘at $17,- 
000,000. The 1920 maturities amounted 
to $46,395,250, including $43,026,000 notes 
secured by subsidiary stocks and bonds 
and held by the Government. These 
notes, due April 15, were extended pend- 
ing plans for refunding. With the obli- 
gation to the Director General, it is esti- 
mated that New Haven has about $57,- 


000,000 financing to do this year. 
Mortgage and Debenture Debt 


Most of New Haven’s mortgage debt is 
made up of small issues that have been 
outstanding a good many years and are 
comparatively inactive. Most of them 
are well secured and sell, when they sell 
at all, on a level with high grade invest- 
ments. 

The parent company has done no fi- 
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nancing in recent years with mortgage 
bonds, but is conspicuous among Ameri- 
can railroads for the relative large 
amount and number of its debentures. 

New Haven also has undertaken many 
guarantees on account of principal and 
interest of bonds and dividends on stock 
of subsidiary and affiliated companies. 
Some of these guarantees are made 
jointly with other roads and some singly. 
They bear various dates extending back a 
good many years. 

These guarantees are important to 
consider in connection with the deben- 
tures, because many questions might arise 
as to priority. In the case of the Denver 
& Rio Grande, which had guaranteed the 
old Western Pacific bonds, it was held 
that all of Denver’s mortgage debt, al- 
though not all of it ante-dated the 
guarantee, was superior to the guarantee, 
and the judgment awarded became sub- 
ject to all the debt. A debenture, how- 
ever, is not directly secured upon any 
property. It is merely an obligation like 
a guarantee. Thus, the debentures and 
the guarantees would probably be held to 
rank in priority according to the prece- 
dence of date. 

Some of these guarantees, like that on 
the Central New England 4% mortgage 
bonds, carry a heavier apparent obligation 
than at the time they were made. Cen- 
tral New England, for instance, lost in the 
first four months of this year $931,867 on 
a gross business of $1,285,484. At this 
rate the company would need a 75% in- 
crease in tariffs to cover its operating 
deficit, not taking into account its interest 
which New Haven guarantees. 


Low Prices of Bonds 

New Haven’s various debenture issues 
are selling to yield from 914% to 10%, 
but one of the subsidiary mortgage bonds, 
on which New Haven stands as guaran- 
tor, is selling to yield even more. 

The New York, Westchester & Boston 
Railway owns 75 miles of road, equipped 
with electricity, extending from Willis 
avenue, New York City, north and east 
to Mount Vernon and New Rochelle. It 
has outstanding $21,390,000 412% first 
mortgage bonds secured directly on the 
property. The bonds are guaranteed un- 
conditionally as to principal and interest 
by the endorsement of New Haven. 

However weak the security for these 
bonds may be, there is no question that 
the guarantee of New Haven is an obli- 
gation prior to its stock liability. The 
bonds are selling around 39% and are 
still paying 434% interest, at which the 
yield to maturity is about 12.30%. They 
are actually selling a point below the high 
price of the stock in the last twelve 
months. 

The Providence Securities Company 
was organized to acquire stock in the 
Rhode Island Company, which owns the 
trolley lines in Providence and vicinity, 
and issued its 4% debentures due in 1957 
in exchange therefor. This stock is in 
the hands of Federal trustees, who, act- 
ing under an order of court, are trying to 
sell it. 

The purchase of the stock was origin- 
a‘ly made in the interest of the New Eng- 
land Navigation Company, which assumed 
the debentures, also guaranteed principal 

(Continued on page 367) 
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Pending Demands of Railroad 
Employees 


Effect of an Inflexible Level of Wages and Rates on the Traffic 
of the Carriers 
By G. H. STEVENS 


RAILROAD transportation for many 

years has been one of the cheapest 
things in the country, but recent events 
point to the conclusion that conditions 
may conceivably arise under which it will 
become one of the dearest. 

Does such a possibility, if it be trans- 
lated into a fact, constitute a danger, not 
only for the industries that use the serv- 
ice, but for the railroads that render the 
service? 

At present, when signs of unemploy- 
ment are becoming manifest in a few 
lines ‘of industry such as silk manufacture 
and there are discussions, if only dis- 
cussions, of the impending liquidation of 
labor, a Railway Labor Board is prepar- 
ing to award higher wages to railway em- 
ployes. And it must be admitted that 
the pay of railway workers is below the 
level of wages in other lines of employ- 
ment. 

The only explanation of this anomaly 
is to be found in the exceeding slowness 
with which Government processes move. 
In 1914, when the necessity arose, execu- 
tives of industrial corporations raised 
wages over night—but they had raised the 
prices of their products the night before. 
The railroad companies, unable to raise 
their rates, saw their men drift to other 
avenues of employment. Then the Gov- 
ernment assumed control, raised rates 
somewhat, wages considerably and sad- 
dled taxpayers with the remaining deficit. 

Under a corporate form of organization, 
it is possible to form instant decisions, 
because the overshadowing economic fac- 
tor is all that need be considered. Under 
a political form of organization, so many 
political factors must be weighed and 
analyzed that a decision is delayed until 
frequently the economic factor has dis- 
appeared. 

Action which should have been taken 
with respect to railroad rates in the fall 
of 1914 was delayed until the Director- 
General announced an advance effective in 
the summer of 1918. Meantime, costs had 
been mounting at such a rate that the 
increased tariffs were inadequate even be- 
fore they were announced. 

The Railway Board has announced that 
it will make its award on or before July 
20. Presumably the Interstate Commerce 
Commission, which is burdened with the 
duty of naming rates that will provide 
5%% on the roads’ property accounts, 
will want to know the cost of this award 
before fixing the higher tariffs. 

In other words, the railroads are in a 
position where they will come out all 
right in the end. But the pressing ques- 
tion is, how far is it to the end? 

Had railroad rates and wages moved 
up with other costs and wages in the past 
six years, the economic factors would 
have been about right in this month of 
July, 1920, to have begun consideration of 
a cut in both. 


What Wage Demands Mean 


The present railroad payroll amounts 
to about $2,770,000,000, and the workers 
are seeking an average increase of 40%, 
or $1,100,000,000. The carriers, taking the 
year ended October 31, 1919, are seeking 
an average increase in rates of 26.71%, or 
$975,885,096 more than the freight reve- 
nues in that year, amounting to $3,653,- 
928,492. 

It is not to be expected that the em- 
ployees will get all they ask. They 
usually ask twice what they hope for. 
No one knows what the award will carry, 
but it has been forecast that the average 
increase will be about 22%, and this figure 
is as good as another for illustrative pur- 
poses. This increase, as compared with 
freight revenues above noted for the year 
ended October 31, 1919, would be about 
17%. In other words, the railroads need 
in order to earn 5%4% on their property 
accounts, not only an additional 26.71% 
of the 1919 freight revenues, but 26.71% 
plus 17%, the last figure representing the 
amount needed to meet a 22% wage in- 
crease. 


The tendency to inflexibility manifested 
by tariffs, wages, etc., under Government 
control could not be shown better than 
by the present deficit between operating 
income and rental. There has been ample 
warning; the deficit is not new; only 
larger. It has been approaching for a dec- 
ade, and has actually been present for 
three years. The railroads are costing 
the Government $3,000,000 a day, yet the 
first and immediate question before the 
public regulating bodies is not a rate in- 
crease but a wage increase. The rate in- 
crease will follow, of course, but under a 
more flexible system it would have pre- 
ceded. 

It is to be feared that the system will 
not develop greater flexibility during a 
period of contraction than it has during 
a period of expansion. One who has 
witnessed the tedious processes that pre- 
cede rate increases will not look for 
greater celerity in effecting decreases. 
The same obstructions that have blocked 
attempts to get railroad pay up to a pre- 
vailing wage level will block similar at- 
tempts to get it down to a prevailing wage 
level. 

It meeds no argument to prove that 
high freight rates are not favorable to 
industry, including agriculture. Likewise, 
anything that is unfavorable to industry 
as a whole finally exerts an unfavorable 
influence on the railroads themselves. 

The development of the railroads and 


the centralization of industry have gone: 


hand in hand in this country for many 
years. Cheap transportation first made 
centralization of industry and agriculture 
possible. This centralization in turn called 
for more transportation facilities. What 


(Continued on page 338) 
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Texas & Pacific Railway Co. 





Weird Market Actions of a Non-Dividend Rail 


Texas & Pacific, Selling Last Year on a Level With Investment Rails, Has Not Paid a Dollar 


EXAS & PACIFIC RAILWAY 
stock, during the year 1919, opened 
at 2944, declined to 27%, advanced 

to 70% and then closed its erratic course 
for the twelve months at 4134. It is now 
selling not far from the closing price of 
1919, and it would be very profitable to 
know whether the stock will next head 
for 27% or 70%. 

Some light will be shed on the question 
by considering Missouri Pacific’s variable 
holdings of this issue. The parent com- 
pany had owned for years $6,555,000 par 
value Texas & Pacific stock, acquired 
around 25. During 1917, Missouri Pacific 
bought privately at an average price of 
slightly above 15 an additional $5,000,- 
000 par value. As the stock was pur- 
chased for the railroad’s account and not 
delivered until the following year, the 
transaction was not disclosed until the 
report as of December 31, 1918, issued 
several months later, became available. 

With an ownership of $11,555,000 and 
proxies for additional stock out of a total 
issue of $38,763,800, Missouri Pacific pro- 
ceeded to elect a majority of Texas & 
Pacific’s board. It was announced at the 
time that the stock had been acquired for 
that purpose in furtherance of a plan 
to protect Missouri Pacific in a _ suit 
against Texas & Pacific for payment of 
back interest on second mortgage in- 
come bonds held by Missouri Pacific. 

Out of $24,661,000 Texas & Pacific in- 
come 5s, Missouri Pacific has owned for 
many years $23,903,000, or virtually the 
whole issue. The interest is payable as 
earned, qualified by certain ambiguous 
discretions on the part of the board. 
Missouri Pacific claims more than 100% 
of accumulated interest earned and un- 
paid, Texas & Pacific denying al) the 
claims. 

That Missouri Pacific should want to 
protect this large interest by holding 
working control of the stock seemed 
quite plausible. Since receiving the re- 
port for 1919, however, several incredu- 
lous persons have raised doubts. This 
document shows that Missouri Pacific 
last year reduced its holdings of Texas 
& Pacific stock from $11,555,000 to an 
even $10,000,000 by the sale of 15,550 
shares. 

Texas & Pacific was the second most 
active rail in 1919. Southern Pacific led 
with transactions aggregating 7,356,300 
shares and Texas & Pacific followed with 
3,462,500 shares. This despite the fact 
that the former has outstanding about 
eleven times as many shares as the latter. 
The total issue of Texas & Pacific was 
turned over nine times. If the holdings 
of Missouri Pacific be deducted, the re- 
mainder of the issue was turned over 
thirteen times. The total stock offered 
for transfer during the year did not rep- 
resent 10% of the sales. 
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to Stockholders in 49 Years 
By DANA HYDE 


Transactions This Year 


Sales of Texas & Pacific this year to 
June 12 amounted to 1,016,200 shares, 
equal to about 2% times the total issue. 
Thus, there has been plenty of opportu- 
nity for Missouri Pacific to sell this year 
any part of its $10,000,000 Texas & Pa- 
cific stock not needed to protect its hold- 
ings of income bonds. In fact, since the 
appearance of Missouri Pacific’s last re- 
port, it has occurred to several that the 
question of Texas & Pacific’s liability for 
interest on its income bonds will be 
settled by the judge of a United States 
District Court and not by resolution of 
the company’s board. 

Including equipment trusts and notes 








HIGH AND LOW PRICE OF TEXAS & PACIFIC 


High 








held by Missouri Pacific, Texas & Pa- 
cific’s debt is about $60,00,000. The In- 
terstate Commerce Commission’s pre- 
liminary engineering and land reports as 
of June 30, 1914, indicate a valuation of 
$67,418,411, before depreciation or appre- 
ciation. The difference between the debt 
and the valuation would be about $19 a 
share as applied to the steck. The de- 
ficiency between the valuation figures and 
the property account as of June 30, 1914, 
is about $42,000,000, or more than the 
total stock issue at par and about equal 
to the stock liability plus unappropriated 
surplus 

Texas & Pacific was organized in 1871 
to build a railroad to San Diego; Cali- 
fornia. The line got as far as Sierra 
Blanca, Texas, although trackage rights 
were later obtained to El Paso. Without 
traffic alliances at its western terminal, 
business on this part of the system will 
always be very thin. 

Due to the Texas and Louisiana oil 
booms, the eastern part of the system 
has had all the business it could handle 
for the past two years. Compared with 
the roads as a- whole, Texas & Pacific 
made a very good showing in 1918 and 
1919, earning in each year approximately 
90% of its rental. It has not done so well, 
however, in 1920, and to April 30 re- 


ported only a nominal net income. In 
other words, the road’s showing was 
made on a character of traffic that has 
since proven to have been unstable. 


A Long, Lean Period 


The railroads of this country have had 
a good many opportunities to demon- 
strate what they could do in the 49 years 
since Texas & Pacific was organized. 
They have been through cycles and have 
had their ups and downs. They paid 
dividends until the receivers got them and 
reorganized them, and have paid more 
dividends since. But Texas & Pacific ap- 
pears to have been down, first, last and 
all the time. 

The property was sold under foreclos- 
ure in 1884 and reorganized in 1887. 
During the intervening 29 years before 
the company again fell into the hands of 
a receiver there was hardly a gleam of 
light. In the 49 years of its existence, 
the company has not paid a dollar in 
dividends. 

In the past twenty years, interest has 
been paid on the income bonds as fol- 
lows: 144% in 1900, 4% in 1901, 5% from 
1902 to 1907, 344% in 1908 and none since. 
The company, answering the complaint of 
Missouri Pacific, alleges that these pay- 
ments exhausted available income, and 
the company should know. Thus, a great 
deal less than nothing has been earned on 
the stock since 1900. 

Among the low-priced rails, three of 
the weakest gave the best market per- 
formances in 1919. These were Wheeling 
& Lake Erie, Texas & Pacific and Denver 
& Rio Grande preferred. The two former 
were boiled over a petroleum fire. On 
Texas & Pacific’s oil prospects more has 
been written than on Standard of Cali- 
fornia’s production, and the market let- 
ters on this subject have contributed as 
much as any other factor to the paper 
shortage. 

When a drilling rig was moved last 
summer on to Texas & Pacific’s land, the 
stock advanced to 70%. The hole turned 
out to be a duster, but if it had proven a 
gusher the stock could have been run to 
170%. This year, under different market 
conditions, 46 was the best the stock could 
do when the company got a real well in 
the Bull Bayou field of Louisiana. 

The manipulators of the oil rafls last 
year took advantage of the public’s lack 
of a sense of proportior A compara- 
tively small railroad represents a bigger 
investment than a comparatively large oil 
company. A few wells that might impart 
intrinsic value to 1,000,000 shares of the 
par value of $1 a share would do little 
to repair the losses incurred in the con- 
struction of 2,000 miles of railroad unin- 
telligently conceived. If back interest on 
the income bonds be funded, the capital 


(Continued on page 323) 
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Effect of F reight Tie-up on the Middle West 


Questioned Whether Facilities Will Be Provided Soon Enough to Take Care of New Crops— 


SSURANCE . that the Interstate 
Commerce Commission intends to 
remedy the freight tie-up by giv- 

ing an early decision in the railroad rate 
case was received with some skepticism 
by Chicago industrial experts. The state- 
ment of the secretary said the Commis- 
sion would make “every effort possible to 
reach at an early date a determination 
of questions now before it which, with due 
regard to substantial justice to all, will 
ameliorate existing transportation diffi- 
culties.” 

In regard to this promise, it was pointed 
out that the commission has ordered the 
railroads to send daily a considerable 
proportion of their cars empty to the 
eastern coal mines and the western grain 
fields, the reason given for sending empty 
cars being “the avoidance of delay.” Chi- 
cago railroad men, on the other hand, 
contend these cars could be loaded with 
commodities in twenty-four hours, thus 
relieving instead of accentuating the tie- 
up of freight. 

Transportation conditions stand out 
strongly as the leading factor, not only in 
the grain trade, but in all lines of busi- 
ness. It is said that 60% of the mone- 
tary stringency was recently created by 
slow transportation, the result of the tie- 
up of the railroads through labor troub- 
les. This has been overcome to a limited 
extent, yet monetary conditions remained 
strained despite recent heavy sale of 
Liberty bonds by large holders to enable 
them to meet their obligations. Money 
is scarce and commands the highest rates. 


Iowa Has 100,000,000 Bushels of Un- 

shipped Grain 

In an effort to move to market a vast 
store of grain and live-stock and thus 
free for other purposes millions of dol- 
lars now tied up in commodity loans, 
the Iowa Bankers’ Association has sent 
a committee to Washington to ask of the 
Interstate Commerce Commission a pref- 
erential order for freight cars for Iowa. 
The committee estimates that Iowa has 
about 100,000,000 bushels of grain and 
much live-stock which is ready for mar- 
ket, but cannot be moved because of the 
transportation situation. Loans on these 
commodities represent the largest total for 
any state in the Chicago Federal Reserve 
district, and so represent a considerable 
part of rediscounts at the Chicago Fed- 
eral Reserve bank. It is also said that 
a serious situation will be presented in 
Iowa, if the carry-over from last year’s 
crops is not moved before the new crop 
is harvested. 

The same situation exists, although in 
less degree, in other western states. 
There is no scarcity of grains, taking the 
country over, except at terminal markets, 
where stocks are too low in comparison 
with the volume of business.. So the 
markets are without a balance wheel. 
Sharp fluctuations are continual, and are 
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Investment Market Dull 
By ROBERT H. MOULTON 


to be expected until a different situation 
exists. It is one thing to have an abun- 
dance of grain in the country and another 
to have it at terminal markets, where its 
pressure is felt on the markets and values 
are influenced. The grain trade has 
operated for months on expectations 
which have been short of materialization. 
This has resulted in sharp upturns when 
the markets have been oversold on all 
sharp breaks’ and declines when they 
were over-bought on bulges. This has 
been especially noticeable in corn and is 
expected to continue. 

The problem of financing the new gran: 
crop, especially wheat, has been taken up 
by the banking interests at Chicago, 
Minneapolis, Kansas City, and St. Louis 
with the Federal Reserve bankers and 
with Governor General Harding, head of 
the Federal Reserve bank at Washington, 
and other government officials. All are 
understood to favor an early reopening 
of the wheat trade, although no definite 
announcements have been made. It is 
expected that a statement will be made 
by the exchange committee of sixteen 
within a short time. This body has had 
the reopening of the wheat market under 
discussion and the advisory committee 
awaits its action. It is a situation in 
which the business interests are vitally 
interested, as it affects food values as 
well as other commodities. 


Will Rail Freedom Come Soon Enough? 


Harvesting is now on and is rapidly 
moving northward. The great question 
is, will transportation conditions improve 
sufficiently to take care of the new 
crops? The consensus of opinion is that 
enough cars will be provided for this 
purpose, because it is necessary, but—and 
here is the fly in the ointment—only at 
the expense of other freight. This is 
borne out by the fact that the slight im- 
provement in the grain car situation re- 
cently caused other freight to suffer. The 
real jolt, as forecast by some far-sighted 
railroad managers who cannot by any 
stretch be called “alarmists,” will come 
next winter, when we will not have one- 
half enough coal, because the coal car 
situation has shown no improvement at 
all. 

Car shortage, with its attendant low 
coal production and high-priced coal, 
continues to dominate the coal market. 
On every hand the demand for all grades 
of coal is far out of line with the supply, 
and as the season progresses, with no 
real improvement in the car situation as 
it applies to coal, the danger to the public 
grows greater. Particularly is this true 
in the Northwest, where storage piles have 
been depleted. The outlook for that ter- 
ritory, should a severe winter eventuate, 
is extremely serious. Another serious 
situation has <?isen in the farming com- 
munities, where it is difficult to obtain 
coal for threshing purposes. New price 


levels have been reached in practically 
every market as a result of the continued 
coal shortage, but taking the country as 
a whole prices remain abnormal. 

Two factors are operating in the Mid- 
dle West in relieving the credit strain. 
One is the policy of discrimination by 
bankers against non-essential and specu- 
lative borrowing, which is bringing results 
slowly but effectively, according to ad- 
vices from bankers throughout the dis- 
trict. The second factor is the reduc- 
tion in the volume of commodities offered 
for shipment, stocks of merchandise not 
only being reduced by the restriction of 
loans but also by inability to obtain raw 
materials, which necessarily reflects some 
temporary curtailment in production, 
chiefly through the elimination of over- 
time operations. 

There is still tied up in inventories in 
the Middle West a very large amount of 
money, while goods are awaiting shipment 
because of inadequate transportation, and 
the resultant costly delay in delivery of 
merchandise is absorbing a further large 
volume of credit. The credit movement, 
as indicated in the aggregate debits to in- 
dividual accounts, shows a very material 
increase over a month ago, which is in 
contrast to the steady decrease in the 
total in progress at that time. 


Discouraging Investment Market 


A rather discouraging investment mar- 
ket is to be reported in Chicago. The 
market has been abnormally bare of new 
offerings, the most interesting recent issue 
being that of $5,000,000 Cleveland Elec- 
tric Illuminating Company fifteen-year 
7% first mortgage collateral bonds. This 
offering was made by William A. Read 
& Co. and their associates at 95%, and 
interest, to yield 744%. The bonds are 
dated July 1, 1920, and are secured by 
deposit of $7,143,000 of the company’s 
first mortgage 5s of 1939 at 70, as well 
as being a direct obligation of the com- 
pany themselves. 

The Cleveland Electric Illuminating 
Company is among the most favorably 
known of public utilities. Its net income 
available for interest for the year ended 
with April was sufficient to pay interest 
charges more than four times and for 
the last five calendar years the average 
was nearly four and one-half times. The 
proceeds from the bonds are to be used 
for additional generating capacities, trans- 
missions and distributing systems and 
for other new revenue-producing expen- 
ditures. After the present financisgg is 
completed the physical properties of the 
company will have a valuation in excess 
of $38,000,000, based on the appraisal made 
by the Ohio public utilities commission in 
1914. The company has paid dividends 
on its preferred stock since.it, was issued, 
and cash dividends on the common at the 
rate of 8% since 1904. 

(Continued on page 332) 


THE MAGAZINE OF WALL STREET 





wo! 
anr 
the 
at | 


org 
suc 
but 
to 1 
acc 
don 


larg 
Uni 
can: 
sug: 
Goc 


as [ 
the 

is at 
Eme 











Godchaux Sugars, Inc. 





A Complete Producing and Refining Unit 





Industry Founded in 1868—Geographical Location Gives Refineries Freight Haul Advantages 


HE wide sweep in the price of vari- 
ous sugar stocks, as exemplified by 
the stock market quotations during 

the past few months, may have implanted 
the idea in the minds of the many that 
the whole sugar proposition is exclusively 
a speculative game for those who are 
equally at home in an aeroplane or a 
cyclone cellar. 

This impression is justifiable as regards 
some of the sugar stocks, but has no ap- 
plication to a number of the substantial 
producing and refining companies in this 
country. One of these, and from its rec- 
ord and outlook, one of the best, is God- 
chaux Sugars, Inc. It is a year old in 
name, the new part being the “Inc.,” for 
Godchaux Sugars have been known on 
the market since 1868, when, down -Louis- 
ana way, close to the ceaseless flowing 
Mississippi, Leon Godchaux laid the 
foundation, with a few acres of land as a 
nucleus, of what has since become one 
of the largest factors in the sugar indus- 
try in the United States. And this coun- 
try has a very sweet tooth. It is the 
greatest sugar consuming country in the 
world, the per capita being 80 to 90 pounds 
annually and the total consumption for 
the year 1919 eight billion pounds, valued 
at 750 million dollars. 

The prosperous state of the Godchaux 
organization was reached, not through 
successive forays into the field of finance, 
but by intelligent and expert application 
to the task in hand, and the utilization of 
accumulated earnings, until a sugar king- 
dom had been created from a sugar cane. 

The Godchaux company today is the 
largest producer of sugar cane in the 
United States and also refines sugar 
cane on a large scale. It succeeded the 
sugar business and properties of Leon 
Godchaux and its affairs are being ad- 
ministered by the founder’s son, Charles, 
as president, and four other members of 
the Godchaux family, whose directorship 
is augmented by M. L. Emerich, of Ames 
Emerich & Co., George P. Leach, of A. 
B. Leach & Co., Chicago; R. P. Minton 
and Francis L. Gould, of P. W. Chapman 
& Co., Chicago and New York. 


Planters, Manufacturers and Refiners 


The company is a planter, manufac- 
turer and refiner of sugar; and while its 
own product of sugar cane is large, it re- 
fines immense quantities of Cuban and 
Perto Rican sugar. While the plantation 
ena if a very important part of this up- 
standing sugar company, the refining de- 
partment is the bellwether. Sugar crops 
have a way of failing or running short, 
but the refining end goes on and the 
profits from this branch are never-failing, 
which can be readily appreciated from the 
statement that 70% of the profits of this 
company are earned by the refineries. 
Their location at New Orleans gives them 
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a geographical position insuring favor- 
able shipping tariffs. 

Taking over the private @nterprise last 
July, the new company had a very auspi- 
cious financial beginning. There was no 
funded debt nor were there any current 
debts. The liabilities consisted solely of 
the outstanding stock. This was appor- 
tioned as follows: $3,500,000 first pre- 
ferred 7% cumulative stock, par value 
$100, for public distribution. An issue of 
$3,500,000 second preferred, 7% cumula- 
tive, owned exclusively by members of 
the Godchaux family. An issue of 70,000 
shares of common stock, no par value, the 
majority of which is owned by the God- 
chaux family, estimated value, $3,196,896, 
or approximately $46 a share. 

On the assets side of the ledger were 
the realestate, factories, railroads and 
equipment carried at $7,772,646. Live 
stock and implements $328,649. Sugar 
and supplies, $858,728. Seed cane and 
crop, $395,600. Cash, $841,271. Good 
will and trade marks of years’ standing, 
$1. 

This infant could not.complain that it 
was not given a good start in its battle 
with the world. The assets turned over 
comprised 37,365 acres, in fee simple in 
the parishes of St. John the Baptist, St. 
Charles, La Fourche, Assumption, St. 
Bernard and Madison, State of Louisiana. 
Of the acreage, 17,499 acres are in actual 
cultivation. There are three sugar fac- 
tories, aggregating a daily grinding capa- 
city of 5,500 tons of cane; two sugar re- 
fineries, aggregate daily capacity of 1,200,- 
000 pounds of refined sugar; sixty-three 
miles of railroad on the properties, with 
equipment, including 16 locomotives and 
790 cane cars. 

The replacement value, disregarding 
goodwill and trade marks, is estimated at 
$10,196,895. These tangible assets repre- 
sent a value of more than $291 a share on 
the first preferred stock and more than 
$45 a share on the common stock. All 
properties are in first class physical con- 
dition. 

Before incorporation, the properties 
earned an average annual net profit for 
15 years of $490,000. For the past ten 
years the average was $528,027 and for 
the past five years the average was $852,- 
)54. The sales were: in 1917, $9,872,000; 
in 1918, $12,311,000; in 1919, $8,964,000. 
For the present year, four months actual 
and eight months estimated, $18,000,000. 
With increased working capital and the 
construction of a boneblack plant, now in 
operation, it is estimated the $20,000,000 
mark will be passed this year. The de- 
crease in the sales for 1919 was due to a 
fire which destroyed the Reserve factory. 
This has been reconstructed. 


Stringent Sinking Fund, Provisions 


An exceptional sinking fund agreement 
provides that in addition to annual pur- 


chases of $175,000 for the fund, 10% of 
the profits, after providing for the pre- 
ferred dividends, must be applied to the 
purchase of first preferred stock in the 
open market, if available at 110 and ac- 
crued interest. On this basis, the entire 
first preferred issue should be retired in 
from five to ten years, probably nearer 
five than ten. With the retirement of the 
first preferred, the second preferred, held 
by the Godchaux family, and which is not 
on the market, automatically accrues to 
all the rights of the first preferred. No 
mortgages can be placed on the properties 
without a three-fourths consent of the 
outstanding preferred stock. All stocks 
have voting powers. 

Having shown here briefly that the pre- 
ferred stockholders are amply provided 
for, the natural inquiry arises from the 
holders of common stock, “Where do we 
fit in?” From reliable sources of inform- 
ation it can be stated that this class of 
stockholder has good reason for being 
optimistic. 

The annual report of the company will 
not be published until the latter part of 
July, 1920, and it is impossible at this 
time to give any official figures on earn- 
ings. In a general way it can be said 
that the first year of incorporate exist- 
ence has been more than satisfactory and 
that the profits have been exceedingly 
large. The company has been in a posi- 
tion to pay a dividend on the common 
stock for some time past, but a very con- 
servative policy has been maintained in 
this connection. It is extremely probable 
that a cash dividend will be paid on the 
common in October, 1920. 

In connection with the company’s earn- 
ings, it can be stated that, while large, 
they are not due to any abnormal condi- 
tions. The company has been refining its 
‘aw sugar as purchased and has given 
the consumer the benefit of price where 
raw sugars were purchased at low levels. 
This will show a real earning power, 
not based upon any exceptional factors 
in the price of sugar. 

Godchaux Sugars incorporated is listed 
on the Chicago Exchange. At present, 
the common is quoted around 59.—vol. 
24, p. 592. 

NINETY BILLION POUNDS OF MILK 
PRODUCED IN 1919 

The Bureau of Markets estimates that 
during the calendar year 1919 approxi- 
mately 90 billion pounds of milk were 
produced in the United States, enough 
to provide nearly 850 pounds for every 
man, woman and child or practically 24% 
pints per day. On the basis of the average 
1919 prices this milk had a cash value to 
the producer of more than $2,000,000,000. 

Approximately half the milk produced 
is used in the production of various manu- 
factured dairy products. 
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International Harvester Co. 





World’s Leading Farm Equipment Maker Still Growing 


Recent Developments in Status of Harvester—Value of Foreign Assets Written Off—Labor 
Policy Proves Its Efficiency—A Self-Contained Organization 


EPORTS of the re-establishment of 
R agriculture in Europe and of the pos- 

sibility of resuming commercial rela- 
tions with Russia have a special bearing 
on the prospects of the International Har- 
vester Co., which since the beginning of 
the war has written off about $53,000,000 
as loss on its European business. In the 
event that peace and order are finally re- 
stored and Harvester is able to resume 
its European business on the old basis, 
some of the amount thus written off will 
be revived as live assets. 

This huge write-off is merely one in- 
stance of MHarvester’s conservatism in 
financial matters. Its accumulation of large 
reserves for all sorts of specified pur- 
poses—for insurance, for collection ex- 
penses, for pensions and indus- 
trial accidents, and its cautious 
dividend policy, point to a far- 
sighted financial management. 

By virtue of its ownership of 
basic patents and of its large 
volume of business, Harvester is 
the acknowledged leader in its 
line. Recently, it has entered the 
plow business through the ac- 
quisition of the established busi- 
ness of the Parlin & Orendorff 
concern at Canton, IIl., the Chat- 
tanooga Plow Works, Chatta- 
nooga, Tenn., and the Oliver 
Plow Works, Hamilton, Canada. 
As the president’s report says, 
this rounds out the production of 
International Harvester’s plants, 
which now manufacture 54 sepa- 
rate lines of goods, compared 
with 9 at the organization of the 
company in 1902, 


Harvester’s Self-Sufficiency 


A mere enumeration of some of the 
items included in the company’s property 
account will show that one of the com- 
pariy’s guiding policies has been to be- 
come as self-contained as possible. We 
note, to begin with, four iron ore mines 
in Minnesota and Wisconsin, with a com- 
bined capacity of 1,500,000 tons a year. 
The company is supplied with coal from 
its mines at Benham, Kentucky, which 
include 6,500 acres of coal lands of an 
estimated capacity of 1,000,000 tons a 
year, together with 400 beehive coke 
ovens, capable of turning out 200,000 tons 
of coke annually. In addition, the com- 
pany owns a by-product plant in South 
Chicago, IIl., which turns out 350,000 tons 
of coke a year, in addition to valuable 
by-products, such as tar, ammonium sul- 
phate, benzol, and light oils. 

In the same district are the company’s 
blast furnaces and steel mills, occupying 
143 acres, and having a capacity of 450,- 
000 tons of pig iron and 350,000 tons of 
steel bars annually. 

The company’s lumber requirements 
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By MAX GOLDSTEIN 


for a long time to come will be met from 
its 58,000 acres of timberlands in south- 
eastern Missouri, on which grow ash, 
cottonwood, gum, maple and oak. The 
company’s sawmills at Deering and at 
Rives, Mo., have a combined capacity of 
22,000,000 feet a year. In addition, there 
are large undeveloped reserves of lum- 
ber in the 22,000 acres of oak and gum 
land that the company owns around Val- 
ley Park, in southwestern Mississippi. 

To maintain its supplies of sisal fiber, 
used for making. strong rope and twine, 
the company owns 3,000 acres of land in 
the Province of Matanzas, Cuba, of which 
1,000 acres are now under cultivation, 
growing 1,000,000 sisal plants. 

In its twelve American plants the com- 


TESTING BINDER KNOTTING MACHINES 
That the farmer may always obtain good quality twine to 
use in his binding machine, the I. H. Co. operate a 1,000 


acre plantation for growing sisal plants. 


pany manufactures practically every im- 
portant mechanical aid to agriculture, 
from reapers and threshers to tractors, 
motor trucks and engines. It has four 
twine mills in the United States. It is 
interesting to notice that, in view of the 
high freight charges on its product, Har- 
vester’s plants are for the most part lo- 
cated in the Middle West and in New 
York, with one in Tennessee, so as to be 
near the centers of consumption and save 
freight. 

Similar reasoning applies to the com- 
pany’s foreign manufacturing branches. 
There are three works in Canada, and 
plants in Croix, France; the environs of 
Moscow, Russia; Neuss, Germany, ana 
Norrkoping, Sweden. Near each of these 
plants, except the Russian, is a twine 

Lumping together all of the diversified 
production of the company, the annual 


. capacity of all its American plants is 


1,605,000 pieces of machinery, while its 
foreign plants, including the Canadian, 
amount to over a third as much, or 550,- 
000 pieces. Working at full capacity, 
therefore, the foreign plants of the com- 
pany account for 25% of its total pro- 


duction. The twine mills in the United 
States have a productive capacity of 142,- 
000 tons, while its three foreign mills 
combined can turn out 20,000 tons a year. 


Status of Harvester’s Foreign Business 


Financial statements of the present In- 
ternational Harvester Co. are not com- 
parable with those of the preceding com- 
panies, as it has gone through some 
complicated readjustments. Taking the 
balance-sheets of the present Harvester 
company for the last two years, we find 
that in 1918 the company carried on its 
books funds withheld in Europe by war 
conditions valued at $45,432,972, from 
which was deducted a charge-off for war 
losses of $20,598,000, leaving this item at 
$24,834,972. In the statement for 
the year ended December 31, 
1919, this item has disappeared 
entirely. The annual report for 
that year states that the only in- 
vestment in ruined foreign coun- 
tries remaining on the books of 
the company consists of the plant 
properties and inventories of the 
Russian and German factories, 
carried at $6,850,000. 

Of the $24,834,972 charged-off 
funds withheld in Europe during 
1919, $17,431,938 came out of re- 
serves, while the remaining 
$7,403,033 was charged to earn- 
ings for 1919. During the same 
year accounts and cash held by 
the company in the United. King- 
dom, Australia, France, Scandi- 
navia, and South America caused 
a shrinkage of about $6,100,000 
in the par value of the $41,100,000 
of foreign assets which the com- 
pany had acquired in the course of trade. 
This sum was also deducted from 1919 
earnings. 

In addition, we find in the statement 
of the reserve for losses on accounts re- 
ceivable for 1919 an item of $2,300,000 
included among bad debts charged off 
during the year, on account of “war 
losses,” which should probably be added 
to the above sums. It therefore seems 
that whatever losses have been sustained 
by the company as a direct or indirect 
result of the war have been. more than 
adequately covered by the various charge- 
offs made in various ways, totaling over 
$53,800,000. 

This is a typical example, not only of 
the company’s financial conservatism, but 
of the way in which various safeguards 
and reserves have been erected for spe- 
cial purposes. The earning power of 
the company is really underestimated by 
its official statements because of this ac- 
cumulation of large reserves. 

Recent developments indicate that a 
good part of the European loss written 
off the books may yet be salvaged. The 
French factory of the company has been 


THE MAGAZINE OF WALL STREET 





completely restored and is ready now 
to manufacture a complete line of its 
former products. Operations have been 
resumed at the German plant at Neuss, 
in the occupied area, with permission of 
the United States Government and of the 
Supreme Allied Council. The Swedish 
factory is running at capacity, and is 
supplying the demands of Scandinavia 
and neighboring countries. As to the 
Russian situation, little is known, but the 
Lubertzy factory, near Moscow, is be- 
lieved to be running at a reduced scale 
of operations under company manage- 
ment, and thousands of the company’s 
machines are said to be waiting for cer- 
tain parts to be ready for use in harvest- 
ing Russia’s immense crops. 

The company has announced its will- 
ingness to “aid in supplying the needs of 
agriculture in that great potential mar- 
ket (Russia) whenever the doors 
of commercial intercourse are reopened.” 
There seems to be possibilities, therefore, 
that even in Russia all of the company’s 
investment will not have been lost. 
Whatever is saved from the wreckage 
will of course add to Harvester’s “hid- 
den assets.” 

A study of the other reserves carried 
on Harvester’s balance-sheet confirms the 
impression of extreme conservatism, 
which we have seen is characteristic ot 
the company’s policy. For instance, in 
addition to a deduction for losses on ac- 
counts and notes receivable carried at 
$5,915,808, or about 13% of the total re- 
ceivables of $41,716,734, we find a “re- 
serve for collection expenses” carried for 
the last two years at $2,000,000. In the 
same spirit is the reserve for plant de- 
preciation carried at $23,055,763 for a 
gross property account of $97,249,753. 
Accessions to this reserve are at the rate 
of some $3,000,000 yearly. 

A fire insurance fund has been main- 
tained, amounting at the end of 1919 to 
$6,610,645, and a pension fund of $5,227,- 
222 is also carried on the liabilities side. 
Special maintenance reserves amount to 
$2,745,618, and there is a great catch-all 
fund called the “contingent reserve,” 
amounting to $3,749,579 at the end of 
1919, compared with over $9,000,000 the 
year before. The decrease was caused 
by .the use of this fund to some extent 
in covering the charge-offs due to war 
losses. On the accounts payable, too, 
there is a “tax provision—Federal, State, 
Municipal and Foreign”—carried at $13,- 
180,637, which seems fairly large for a 
reported net income of some $21,000,000. 

In all these ways the International 
Harvester Co. has been accumulating 
enormous. hidden assets, which indicate 
that in both its balance-sheet and income 
statements the company has erred, if at 
all, on the safe side. 

Its financial position is remarkably 
strong, working capital amounting to 
$156,229,550, or nearly twice the par value 
of the outstanding common stock, some 
$195 a share. Including the reserves, net 
asset value per share of common, after 
deduction of preferred at par, amounts 
to over $217. As might be expected, 
Harvester carries no intangible assets on 
its balance-sheet, although this is one 
case where the presence of such items 
might be justified, because of the .com- 
pany’s control of basic rights and the 
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mame its products have worked up in the 
many years since their introduction. 

Harvester’s labor policy appears to aim 
at conciliating the interests of the 
worker and of the management. There 
is a works council on which both are rep- 
resented, which has much to say on defi- 
nite problems of the plants as they come 
up. During the steel strike last year, 
fcr instance, the works council at the 
Wisconsin steel mills decided to close 
the plant for some three weeks to avoid 
violence, and when it was satisfied con- 
ditions were right, voted to resume work. 
Other incidents of similar nature have 
come up which show that the labor pol- 
icy’ of the company is highly efficient 
from a production point of view. 

Other features of the company’s labor 
policy are a pension fund maintained 
without contributions by employees, to 
which the company added $1,000,000 in 
1919. At the investment rate of the fund 
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during 1919, it should earn some $270,000 
a year, the revised pension requirements 
being $250,000 annually. Elaborate em- 
ployees’ savings and profit sharing plans 
have been introduced, in addition to an 
employees’ benefit association, to which 
the company contributes a _ certain 
amount. 


Earnings and Financial History 


The original International Harvester 
Co. was incorporated in 1902, but owing 
to anti-trust litigation was split up in 
1913 into the International Harvester Co. 
of New. Jersey and the International 
Harvester Corporation. The latter took 
over the foreign business of the old com- 
pany and the new lines, such as tractors, 
cream separators, and the like. 

4 year and a half after this arrange- 
ment was made, however, the European 
War broke out, and the Harvester Cor- 
poration began to get into serious dif- 
ficulties on account of its European busi- 
ness. A settlement was made with the 
Government whereby the two companies 
were allowed to reunite as of September, 
1918, to form the present International 
Harvester Co. The annual report of the 
company for 1918 shows the result of 
combined, operations, but such figures 
are not available for previous years. 

From 1913 to 1917, the Harvester Cor- 
poration earned an average of 9.53% on 
the common before charge-offs, which 
were almost $14,000,000 for the five years. 
Common dividends were paid in 1913 and 
1914, but not thereafter; in 1915 and 
1916 the policy was to charge off for war 
lesses the net income, except for $2,- 
100000 for preferred dividends, and in 
1917 the total net income was charged 


off, and preferred dividends paid out of 
surplus. 

The other half of the old concern, the 
International Harvester Co. of New Jer- 
sey, was much more prosperous, not hav- 
ing to make such large charge-offs. In 
the same period, 1913-17, it showed an 
average of 21.63% earned on the common 
before charge-offs, which amounted to 
only $3,700,000 for miscellaneous ac- 
counts like pension and accident funds. 
It paid $2,000,000 annual dividends on the 
common from 1913 to 1916, and raised 
the sum to $2,800,000 in 1917. 

The consolidated company continued 
the 7% rate on the preferred in 1918 and 
paid an initial dividend of 14% on the 
common. For 1919 it paid 6% on the 
common, and recently the rate has been 
raised to 7%, together with a 12%% 
stock dividend. The latter is the second 
in Harvester’s history, the first having 
been a stock dividend of 334% paid in 
1910, together with the initial dividend 
cu the old Harvester common. 

In looking over the attached figures 
of Harvester’s earnings, it should be re- 
membered that they understate the true 
situation because of the company’s policy 
of accumulating great reserves. For the 
year 1919, for instance, reported earn- 
ings before charge-offs amount to 21.01% 
on the common. In addition to the war 
charge-off of $7,403,034, taken out of 
1919 earnings, however, the company 
added to various reserves and the like 
some $12,400,000, or an additional 15.50% 
on the common, which seems to have 
earned nearer 36 than 21% for the year. 

Harvester has no funded debt at the 
present time, having paid off last year 
$10,000,000 of the International Harvester 
of New Jersey bonds due in 1921. Of the 
capital stock there are $60,000,000 of 7% 
cumulative preferred outstanding and 
$80,000,000 of the common, both having 
a par value of $100. A plan will be sub- 
mitted to the stockholders on July 22 to 
raise the authorization to $110,000,000. 
Of the increase of $30,000,000, the stock 
dividend will require $10,000,000 shares, 
and it is said that a small stock divi- 
dend will be declared regularly, in addi- 
tion to the cash disbursements. 

The preferred is now selling at about 
105, at which price it yields some 6.67% 
which is not too low in view of the great 
stability of Harvester’s business and its 
tigh margin of protection. 

The common at 128 looks attractive, 
in view of its sustained earning power, 
the high calibre of its management, and 
the other favorable factors which. have 
been mentioned above. It may well be 
bought on any reaction, and should be 
held over a fairly long period of time to 
obtain the maximum benefits from it.— 
vol. 25, p. 30. 


TRADE UNIONS GROW IN CANADA 


The membership of all classes of or- 
ganized labor in Canada, as reported to 
the Department of Labor at Ottawa, for 
the past nine years, has been as follows: 
1911—133,132,, 1912—160,120, 1913—175,- 
799, 1914—166,163, 1915—143,343, 1916— 
160,407, 1917—204,630, 1918—248,887, 1919 
—378,047. 
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Virginia-Carolina Chemical Co. 





Prosperous Expansion in Fertilizer Industry 
Virginia-Carolina Co. Making Substantial Profits from Cotton Oil Subsidiary—Will It Outstrip 


OR the third year in succession the 
Virginia - Carolina Chemical Com- 
pany has declared an extra dividend 
of 2% upon the common stock. On 
October 1, 1918, 2% extra was paid in 
Liberty bonds, and a year later the addi- 
tional disbursement took the form of 2% 
in cash. The 1920 distribution of 2% in 
cash was clearly foreshadowed by the 








I.—VIRGINIA-CAROLINA CHEMICAL 
EARNINGS RECORD. 


Net 
Income 
$2,550,377 
3,714,209 


TABLE 


Earnings $ 
per Share 
on Common 


Total 
Income 


133,334 6,665,256 





Its Competitors? 


By JOHN MORROW 


had been a steady buyer of phosphate 
rock from our fertilizer companies—an 
export business which was of substantial 
help to earnings. The war stopped this 
business. There has been some export 
of phosphate rock during the past year, 
but Europe’s buying power is limited, and 
the pre-war trade has not yet been 
restored. 


Features of Virginia-Carolina Earnings 

While Virginia-Carolina Chemical re- 
ceived its share of the export business 
and while it actively pushed the sales of 
commercial fertilizer among Southern 
farmers, pre-war earnings were restricted 
and the criticism was expressed that the 
company’s capital burden was too heavy 
in proportion to earning power. Since 
| 





strength in the common stock, which for 
some time prior to the dividend declara- 
tion stood out in a dull and listless 
market. 

Earnings of the company have been 
excellent for the past six fiscal years, 
and the question naturally arises as to 
whether the earning power of the com- 
pany has been permanently enlarged so 
that a regular $6 dividend rate will be 
possible, 

When the war ended in November, 
1918, and thoughts of those interested in 
securities prices turned to “peace stocks,” 
opinion was quite general that the fer- 
tilizer companies would be among those 
in line for big earnings. As a group, 
fertilizer corporations had done very well 
during the war period; their earnings 
were large, surpluses had been built up 
and their shares had enjoyed a due 
amount of popularity. 

The most enthusiastic predictions have 
not been altogether borne out, however. 
With the cessation of hostilities the com- 
panies did not immediately begin to 
forge ahead. For example, the Ameri- 
can Agricultural Chemical Company in 
the year ended June 30, 1919, earned 
$10.34 a share on the common stock, 
against $35 a share in the previous year, 
and Virginia-Carolina earned $18 a share 
on the common in the year ended May 
31, 1919, against $24.24 in the year pre- 
ceding. 

Prior to the war neither of these two 
leading companies had been consistently 
large earners. The American farmer, 
with his lands under no such necessitous 
burden of production as the centuries- 
tilled fields of Europe, had never had 
the acute incentive to intensify production 
and to make each acre bear all it might 
were nature aided by science. As a rule 
the farmer bought fertilizer freely only 
when prosperous, when prices were high. 
It might almost be said that fertilizer 
was a semi-luxury in our agricultural de- 
velopment. 

For some years before the war Europe 
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1916, however, there can be little ground 
for the charge of a top-heavy capitaliza- 
tion insofar as this accusation might re- 


late to earning power. The question, 
however, remains as to how much of the 
improvement will be sustained and made 
permanent. It is plain that if earnings 
are to sink back to pre-war levels, the 
current price of the stock is too high, 
but, on the other hand, should the com- 
pany remain in a position where it can 
pay, say $6 a share annually on the 
common stock, then present market 
prices are well within bounds. To do 
that, normal or continued earnings, as 
expressed by the surplus available for 
dividends, would have to increase by 
more than 100% above pre-war levels. 
Virginia-Carolina has a subsidiary of 
which little was said five or six years 
ago, but which has expanded its business 
during the last two or three years until 
it has come to be a very important factor 
in the permanent earning power of the 
proprietary corporation. This subsidiary 
is the Southern Cotton Oil Compariy, 
whose control was acquired by Virginia- 


Carolina back in 1901, but which did not 
fully come into its own until the war 
brought about a wide increase in the use 
of edible oils. The Southern Cotton Oil 
Company controls the Wesson Company, 
which makes the well-known brand of 
oil sold under that name. 

It was the great growth in the earning 
power of this subsidiary that really en- 
abled Virginia-Carolina Chemical to keep 
up its earnings in the fiscal year ended 
May 31, 1919, as that period was one of 
indifferent results for the fertilizer busi- 
ness itself. Unfortunately, facts concern- 
ing the Southern Cotton Oil Company are 
not available in detail, but it is reported 
that in the year ended May 31, 1919, cot- 
ton oil sales composed almost 50% of the 
total gross sales of the corporation. If 
it had not been for this company Vir- 
ginia-Carolina might have shown a fall- 
ing off in results in the same degree as 
that experienced by the American Agri- 
cultural Chemical Company. 


Current Business Results 


Final results for the fiscal year ended 
May 31, 1920, have not been made pub- 
lic, but estimates place total gross sales 
at $150,000,000 and again the cotton oil 
end of the business is said to have fur- 
nished half of the total. As a result of 
the increase in the demand for fertilizer 
during the past twelve months and of 
the continued expansion in the sales of 
cotton oil, it is estimated that Virginia- 
Chemical earned in the neighborhood of 
$20 a share on the common stock in the 
fiscal year ended May 31 last. 

One of the great handicaps to business 
during the past Spring has been the 
transportation tie-ups, and undoubtedly 
sales would have been larger had the 
company been able to get its products 








TABLE II.—MARGIN OF PROFIT. 
Gross Sales Net Profits Profit Ratio 
$60,863,107 
62,218,078 
67. 
122' 463,670 
136,379,925 








to the consumer. A factor which helped 
business during the past year was the 
removal of war restrictions by the gov- 
ernment early in 1919. The farmer was 
slow to contract for fertilizer last Spring 
because at that time many expected a 
break in foodstuffs prices and held off 
commitments, anticipating lower prices. 
This belief did not materialize; and as 
the conviction grew that prices were not 
on the way to substantial declines, buy- 
ing was accelerated, and this Spring busi- 
ness is reported to have been substan- 
tially improved over a year -ago. 

While Virginia-Carolina naturally has 
broadened its distributing markets within 
the past years, it still is a Southern con- 
cern and finds its largest business in the 
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South. There has been no apparent letup 
in the general prosperity in that section 
of the country and government reports 
indicate that cotton planters in the sec- 
tions where fertilizer is used have been 
increasing their contracts. Another point 
that is well to keep in mind is the move- 
ment, steadily gaining ground, to make 
the South less of a one-crop region. 
Southern farmers have been turning to 
corn and grains. This development if 
carried along in the manner which now 
seems promising ought to do much to 
stabilize conditions, particularly the pur- 
chasing power of the farmer and the 
planter. All of this is of great importance 
to the future of a corporation like 
Virginia-Carolina. 

Table I, herewith, will show the develop- 
ment of earning power over the six fiscal 
years ended May 31, 1919 and indicates 
that in the four years $63.64 a share was 
earned on the common stock, and of this 
only $10.50 was paid out in dividends. If 
earnings in the fiscal year ended May 31, 
1920 were $20 a share, it would bring the 
five years’ total to between $83 and $84 
and indicate that over $65 a share was 
added to the equity in back of the com- 
mon stock, after all dividend payments. 

The regular dividend rate has been 4% 
since August 1, 1918, but extra dividends 
have brought annual disbursements to 
6%. 

Question of Financing 

When gross sales of a company in- 
crease 100% over a space of 3 or 4 
years, it might be expected that some 
financing would be in order to take care 
of the augmented volume of business, but 
the last financing done by Virginia-Car- 
olina was in May 1914, when $5,000,000 
10 year sinking fund 6% debentures were 
sold. Of this only about $3,000,000 is 
now outstanding, due to the operations of 
the sinking fund. The company is a 
large seasonal borrower at the banks and 
bills payable at the end of May 1919 
stood at rather high totals—not unduly 
high when the size of the business is con- 
sidered, but high enough to arouse con- 
jecture as to whether the company would 
find it necessary to fund these obliga- 
tions. As yet, however, there have been 
no definite signs that the company will 
go into the market for funds, but such a 
development is, of course, within the 
range of possibility, particularly should 
the present volume of business continue. 

Virginia-Carolina has been able to 
make handsome returns on the common 
stock during the past 6 years, not by an 
abnormal margin of profits but by a big 
increase in the sales turnover, as the ac- 
companying table will show. In the 1919 
fiscal year, the profit margin was less than 
5% as compared with almost 7% in 1918, 
and only an increase of $14,000,000 in the 
amount of business done made the sur- 
plus for the common stock as large as it 
was. Pending the publication of the 
official figures for the fiscal year ended 
May 31, 1920, the estimate of earnings of 
$20 a share on the common stock must 
be taken as the best figure available, as 
it comes from semi-official sources. The 
new fiscal year is just about under way 
and naturally it is somewhat too early 
to make any predictions as to results. 
The fertilizer people, however, are de- 
scribed as being quite satisfied with the 
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outlook and from all reports the im- 
provement in their business, which 
started in the spring of 1919, has been 
sufficient to warrant cheerfulness in the 
trade. ; 

Other Fertilizer Companies 

The American Agricultural Chemical 
Company, which earned only $10.34 a 
share on the common stock in the year 
ended June 30, 1919, nevertheless con- 
tinued the 8% dividend rate, and that 
policy, on .the part of the diréctors, 
should indicate that the returns for the 
year ended June 30, 1920, will show a 
greater margin over dividend require- 
ments than last year. This company 
started to feel the impetus of larger 
earnings at about the same time as Vir- 
ginia-Carolina, and in the 5 years to 
June 30, 1919, earned a total of $98 a 
share on the common stock and paid out 
in dividends only $22. The 8% rate was 
put on in October 1918, having been 
raised from 6%. The American Agricul- 
tural Chemical, in contrast with Virginia- 
Carolina, is dominated by New England 
financial interests. The company found 
it necessary to do some financing to pro- 
vide for its increase in business and sold 
$9,500,000 common stock in the fall of 
1918 at par. The common stock of 
American Agricultural Chemical is sell- 
ing in the market at below $90 a share, 
and seems to possess semi-speculative 
possibilities well worth ‘considering, al- 
though usually there is not a very active 
market for the stock. 

Another fertilizer company which 
rightly claims a share of attention is the 
International Agricultural Corporation 
which since 1917 has been progressing 
rapidly. From a stock market stand- 
point, chief interest lies in the 7% pre- 
ferred stock, on which there are over 
40% in accumulated dividends. In the 4 
years to June 30, 1919, the company 
earned over $50 a share on the preferred 
and paid only $6.25 in dividends. The pre- 
ferred has been paying 5% in dividends 
since July 1918, this rate following a 
lapse of over 5 years. There have been 
a number of reports that plans to pay off 
back dividends on the preferred stock, or 
at least part of them, are being formu- 
lated, but nothing definite has come to 
light, although a continuance of business 
at the present rate would seem to 
strengthen this opinion that something 
will be done. The preferred is selling 
around $84—too high for a 5% stock, 
but not too high when consideration is 
given to the possibilities of paying off 
some of the back dividends. The com- 
mon stock is still in a purely speculative 
stage and the preferred looks by all odds 
to be a more attractive issue from a 
speculative standpoint. 


Virginia-Carolina’s Future 


There seems to be no question but 
that the cotton oil business developed 
by  Virginia-Carolina Chemical has 
given that corporation an edge over the 
other fertilizer companies during the past 
year and a half, at least, and the growth 
of the business of this subsidiary, much 
of which ought to be held, suggests a 
considerably greater permanent earning 
power for Virginia-Carolina than ex- 
isted before international topsy-turvydom 
occurred. 


Both of the two bond issues of Vir- 
ginia-Carolina Chemical, that is, the 6% 
debentures 1924, and the first mortgage 
5s 1923, are sound investment issues, but, 
of course, their early maturities place 
them in the short term bond class. 

The 8% convertible preferred has been 
receiving dividends since 1896. From 
1908 to 1914 the stock had a range of 
from 129 to 187 and now, in the neighbor- 
hood of 107 or 108, is a better secured is- 
sue than it was at 129 and is only at the 
present relatively low price because of 
general investment conditions and the de- 
preciation in all fixed income securities. 

There was some selling of the common 
on the announcement of the extra divi- 
dend, but in the neighborhood of 75 the 
stock does not appear too high. The 
shares had every appearance of being 
well bought around 65 and on recessions 
to below 70 constitute an industrial com- 
mon stock which might well be spec- 
ulatively purchased. Certainly, there 
seems to be a good chance that the shares 
will graduate in time from dividends of 
4% regular and 2% extra to a regular 


6% basis, or possibly more in shape of 
additional or extra disbursements.—Va.- 
Carolina Chem.—vol. 25, p. 
Agri. Chem.—vol]. 25, p. 968. 
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WEIRD MARKET ACTION OF A 
NON-DIVIDEND RAIL 
(Continued from page 317) 

liabilities of Texas & Pacific would be 

greater than those of Standard Oil of 

California, the world’s largest producer. 

The reorganization of Texas & Pacific 
is waiting on a decision in the litigation 
to determine the amount of back interest 
due on the income bonds. This security, 
virtually all of which is owned by Mis- 
souti Pacific, will probably be exchanged 
for a voting preferred stock. Any judg- 
ment on account of accumulated interest 
will have to be capitalized in the same 
way. There is also a $3,000,000 note that 
will have to be funded or capitalized. 

On the basis of the commission’s pre- 
liminary valuation, figures, there is very 
little equity in the property for the stock. 
A judgment for a third of the amount 
sought would wipe out what equity there 
is. As Texas & Pacific, under its Fed- 
eral charter, is limited to $50,000,000 
stock, the amount of common now out- 
standing will have to be materially dim- 
inished to take care in the reorganization 
of the principal of the income bonds 
without making any allowance for accum- 
ulated interest. 

Until 1919 the 20-year high for Texas 
& Pacific stock was 5434. This price 
was made in 1902, the first year the com- 
pany began paying the full 5% on its 
income bonds. Since the company 
ceased paying interest in 1909, the price 
of the stock until last year averaged un- 
der 20, and reached a low of 6% in 1916. 

The future price of the stock depends 
a good deal on whether Missouri Pacific 
has finished its sales. If more stock is 
coming, a market will have to be made. 
Texas & Pacific, in common with better 
stocks, will probably advance when the 
increased freight rates are announced by 
the Interstate Commerce Commission. On 
such an advance, I believe that holders 
should sell their stock.—vol. 26, P. 160. 
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Securities We Would Not Recommend and Why 


Suggestions from Members of Our Staff as to Issues They Would Prefer to Avoid Under 


Present Conditions 


NOTE—The brief comments included in this department represent frank 


course not infallible. 
various ¢ 

may be made. 
of the company or its managers. 


or likely to be temporarily affected by unfavorable conditions. 


The Universal Car and Hose Coupler 


Co.—The claims of this company in 
respect to the financial possibilities of 
their product could hardly be described 
as modest, judging from a little booklet 
which a prospective investor in the com- 
pany’s stock has passed along to us for 
review. “From Poverty to Affluence,” 
runs the heading, with reference to the 
fortunes said to have been made by small 
investors in the Janney Car Coupler; “a 
More Golden Opportunity Awaits You” 
is the alluring promise for those who, 
realizing that history oft repeats itself, 
are willing to place their savings in the 
Universal Car Coupler. Added to this is 
the humanitarian argument that the new 
device will “save 130,000 men yearly from 
accidents, injuries, and being killed.” 


This on the assumption, of course, that 
the new invention “is surely destined to 
be OK’d by the Government and univer- 
sally adopted by all railroads.” 


It would be interesting to know just 
how the author of this prospectus com- 
piled his figures of 130,000 casualties and 
injuries per annum resulting from the use 
of the present system of car couplers. 
The latest figures which the writer hap- 
pens to have at hand, those of 1917, which 
are doubtless sufficiently accurate for 
comparison, indicate that only about 45,- 
000 trainmen were injured in that year 
in all train-service accidents. How many 
of these accidents involved defective coup- 
lings there is, of course, no way of deter- 
mining, but the total is a sufficient proof 
of the inaccuracy of the figure quoted. 

The pamphlet—which is, by the way, 
one of the finest samples of get-rich-quick 
literature which we have noticed in some 
time—concludes with a variety of sage 
remarks~ by various eminent American 
financiers, including this one attributed to 
John D. Rockefeller, which stands out 
from the others in capital letters: “Don’t 
delay; get in while you can.” Which re- 
minds us, during these dog-days, of that 
old, refreshing invitation: “Come on in, the 
water’s fine.” Doubtless the promoters 
of the Universal Car Coupler would re- 
sent any insinuation that water has any- 
thing to do with their stock, and the allu- 
sion is purely accidental. 

The reader of the pamphlet may search 
in vain for any such prosaic appendix as 
an income account or balance sheet; or 
any reference as to the present status of 
the organization. It is stated that tests 
have been made of the coupler by a num- 
ber of railroads, including the Canadian 
Pacific, but no technical reports of specific 
data are given. On the back cover, how- 
ever, we find the statistical estimates 
which furnish the basis for the buoyant 
enthusiasm of the company’s publicity 


agent. There are, it seems, some 3,000,000 
cars in the United States—neglecting, for 
the moment, the 2,000,000 said to be in 
service in Canada—and by placing a roy- 
alty of one cent a day on two Universal 
couplers for each car “it would show us 
a total revenue on our entire capitaliza- 
tion of $1,000,000 the magnificent sum of 
$21,900,000, which is 2,190 per cent on our 
investment.” Not content with this, how- 
ever, the company will find itself the 
happy possessor of additional revenue 
from replacement of worn-out couplers, 
which, after deducting 10% office ex- 
penses, “would still leave us a net income 
ot more than 115% yearly for the balance 
oi our natural days.” As to how many 
natural days there may be, deponent say- 
eth not.—E. 


Denver & Rio Grande Railroad.— 


Buyers are frequently attracted to a se- 
curity by its activity in the market, and 
it is feared that the recent movement in 
Denver & Rio Grande first and refunding 
5s drew the money of a good many in- 
vestors seeking a semi-speculative issue. 
This bond moved rapidly from 38 to 49 
against the whole bond list, and later 
reacted to 45. 


The buying was for the account of a 
railroad that wishes to strengthen its 
traffic relations through acquiring an in- 
terest in Denver & Rio Grande and ex- 
pects to exchange its bonds for a voting 
stock, probably preferred. The average 
investor, having no traffic relations, could 
not afford to pay the same price. 

If one could count on these bonds being 
exchanged par for par for a good pre- 
ferred stock, they might even be worth 
45, but there is no certainty that the re- 
organization will work out that way. Of 
the $42,061,000 issued, including bonds 
held in the sinking fund, in the treasury 
and pledged, $2,000,000 were issued for 
general purposes, $22,379,000 for acquiring 
second mortgage bonds of the old Western 
Pacific Railway and $17,682,000 for better- 
ments, extensions, acquisitions, etc. Thus, 
considerably less than half the proceeds 
of the issued bonds went into the Denver 
& Rio Grande property, while more than 
half was invested in a security since 
wiped out and written off the company’s 
books. 

This situation would have occasioned 
no concern in the old days when a se- 
curity fared in a reorganization propor- 
tionately to the strength of the hands that 
held it. Now, however, all railroad re- 
organizations and the securities issued 
thereunder must have the approval of the 
Interstate Commerce Commission, which 
is certain to inquire what became.of the 
proceeds of these bends. 

The purchases have been made by some 


personal opinions, which are impartial but of 

If any misstatements or exaggerations are noted by officials or others well informed as to the 

mentioned, we shall be glad to have them brought to our attention so that further investigation 
The fact that a security is included in the department does not necessarily reflect upon the 
It may be a security of high grade, but in the opinion of the writer, selling 


of the strongest interests in the country 
on account of the strategic position of the 
issue, but when the average investor be- 
gins to match his strategy against that of 
the people engaged in this campaign he 
is likely to find himself short of ammuni- 
tion.—R. 

Texas Production Company. — This 
company’s circular differs from that of 
most others by giving a good deal of 
definite information as to its property, 
but unfortunately the facts on analysis do 
not warrant any overwhelming enthusiasm 
for its prospects. For instance, the com- 
pany gives a full statement of its leases 
and their location, mostly in districts that 
have not been proven or even tested. Yet 
we find nearly 5,000 acres carried on the 
books at over $1,000,000, or $200 an acre 
fur unproven leases—fairly high, as any 
cil man will agree, and almost certainly 
higher than the cost price at which good 
accounting demands that they be carried. 

The company states that “the famous 
Kemp-Munger-Allen well is only twelve 
miles southwest of fifty acres and about 
eight miles southwest of a ten-acre tract 
owned by this company.” Yes, and Island 
Oil’s new 100,000-barrel gusher in Mexico 
is only about 350 miles distant. 

Much is made of a tract which is “very 
close” to the world’s greatest Helium 
gas plant, erected by the United States 
Government for the extraction of the non- 
combustible Helium Gas from the natural 
gas obtained in this district. . ... 
[A projected casinghead gasolene plan 
“will be a source of great income to the 
company, as the gas is rich in gasoline and 
Helium.” Maybe, but if the company can 
find any particular commercial use for its 
Helium when it has got it, outside of fill- 
ing army balloons, which is what the Gov- 
ernment uses it for, it is welcome to all 
the Helium it can get. 

The circular gives two business-like 
balance sheets, one being as of November 
26, 1919, and the other as of December 
31, 1919. One is asked to NOTE THE 
PROGRESS. It appears that assets have 
gone up some $5,000, while deferred pay- 
ments and accounts payable have in- 
creased by over $72,000, and some treas- 
ury stock has been disposed of. 

The authors of this document appear to 
have gone on a perfectly sound psycholog- 
ical principle that if you bludgeon a man 
with facts—“cold, hard facts,” statistics, 
financial statements, and the like, nine 
chances out of ten he won't stop to look 
into the facts any further, but will take 
your conclusions as proven. It is inter- 
esting to the student of advertising 
psychology as showing a new trend in oil 
stock publicity, but to the man who is 
merely trying to make money out of 
stocks it has little practical appeal_—G. 
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Two Munition Companies in Transitional Stage 


Savage Arms, Famed for Its Rifles, Is Specializing in Automobile Frames—E. W. Bliss Is 
; Continuing Its Specialties on a Reduced Scale 


N considering the stocks of companies 

that engaged heavily in the manufac- 

turing of munitions, such as Savage 
Arms Corporation and E. W. Bliss, it is 
important to inquire what progress has 
been made toward a_ re-establishment 
of the enterprises on a peace basis. If 
the management intends to revert to 
peace activities, it is essential to know 
what those activities formerly produced 
in profits. If the management intends to 
engage in new peace enterprises, the ven- 
ture is speculative, and it is equally essen- 
tial to know the probabilities 
for and against success. 


By EDWARD GILMAN 


applicable to the common stock have 
been 7.72% in 1916, 16.23% in 1917, 
16.07% in 1918 and 19.28% in 1919, a 
total of 59.30%. In the same period, the 
company paid regular dividends at the 
rate of $1.50 a quarter for the last three 
quarters of 1917 and subsequently there- 
to, or a total of $16.50 a share. Surplus 
earnings after dividends, therefore, were 
$42.50 a share. 

This surplus, which the management 
purposed to devote to the extension of the 
plants on a peace basis, led to differences 


was confronted with the necessity of 
converting to a peace basis, and chose a 
policy of expansion, disbursements to the 
stock seem to have been sufficiently 
liberal. 

On December 31, 1919, Savage Arms 
had $575,000 cash, or not more than it 
would require in the conduct of its busi- 
ness. Holdings of Liberty bonds and 
United States certificates amounted to $1,- 
145,500. Since then, however, the com- 
pany has declared 10% in extra dividends 
and has purchased the Stevens Arms 
Company, of Chicopee Falls, 
at a price reported to be 





Most of the companies en- 
gaged in munition work dur- 
ing the war created large sur- 
pluses—some partly in the 
form of additional plant and 
materials and partly in the 
form of cash and assets. 
Some of the companies were 
liberal in their distributions to 
stockholders, while others 
made a practice of accumu- 
lating cash and securities. In 
considering the present value 
of a stock, it is more im- 
portant to know what remains 
to be disbursed than to reflect 
on what has been received. 

The old Savage Arms Com- 
pany, with a plant at Utica, 
N. Y., was engaged in the 
manufacture of sporting rifles 
before the war. The Driggs- 
Seabury Corporation late in 
1915 acquired $998,900 out of 
$1,000,000 Savage stock and plans were 
made to manufacture the Lewis gun for 
for the Allies. The financial details of the 
merger were not successful and in May 
1917 the Savage Arms Corporation was 
organized to acquire the assets of both 
companies. 

The Utica plant has been getting back 
to its original business of making sport- 
ing guns and pistols, while the plant at 
Sharon, Pa., formerly engaged in the 
manufacture of machine guns, has been 
converted into a manufactory of motor 
truck axles and frames. A Philadelphia 
plant, acquired and extended in 1918 as 
a part of the company’s war work, was 
sold to good advantage in 1919. 

Savage Arms, or its predecessor, orig- 
inally had outstanding $500,000 first pre- 
ferred stock, $467,500 second preferred 
and $8,835,500 common. This has 
gradually been diminished by purchase 
until at the close of 1919 the company had 
outstanding no first preferred, $232,200 
second preferred (now first, in effect) 
and $7,748,000 common. The last of the 
funded debt was retired in 1918. 


Earnings and Dividends 
During the past four years, earnings 
for JULY 10, 1920 
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SAVAGE ARMS CO. PLANT AT UTICA, N. Y. 


of opinion among the stockholders, with 
the result that a protective committee to 
represent minority interests was appointed 
early in 1919. It was the contention of 
the committee that the company, instead 
of embarking in a new business, should 
contract to its former proportions and 
distribute its surplus in dividends. 

At the annual meeting the committee 
was out-voted. The management had 
proceeded too far with its plans to with- 
draw without loss, and it was decided 
that any distribution to stockholders be- 
yond the regular rate at that time would 
be unwise. While the management never 
receded from its policy, two extra divi- 
dends of $5 each were paid later, one on 
January ‘15 and the other on April 30 of 
this year. 

For the first quarter of this year, earn- 
ings made a very different showing from 
preceding periods. In the three months 
ended March 31, net for common was 
only $1.06 a share, or at the annual rate 
of $4.24. Since January 1, 1916, earnings 
applicable to the common have been 
$60.36, and the company has paid, includ- 
ing the two extra dividends, $28, leaving 


*$32.36 surplus to March 31, 1920. 


In view of the fact that the company 


about $2,000,000. 


Net Tangible Assets 


Net tangible assets at the 
close of last year were 
$9,404,000, or at the rate of 
$121 a share on the common 
stock after deducting  in- 
tangible assets amounting to 
$14a share. This is after writ- 
ing more than $2,000,000 off 
from plant in the last two 
years. Compared with the 
close of 1918, inventories had 
been reduced nearly $5,000,000. 

In view of the acquisition 
of the Stevens Arms Com- 
pany and the payment of $10 
in extra dividends, it is doubt- 
ful whether the company has 
much surplus available for 
future dividends. In other 
words the present quarterly 
rate of $1.50 a share depends 
nainly on current earnings. 





The weak showing in the first quarter 
of 1920 was due almost wholly to trans- 
portation difficulties, and it is understood 
that the second quarter will reflect an 
improvement. The company has plenty 
of orders on hand, but the discrimination 
of the railroads against non-essential in- 
dustries has made deliveries very difficult. 
This condition will doubtless 
transient. 


prove 


There was heavy distribution of Savage 
common between 70 and 80, probably by 
the minority interests who were at odds 
with the management. Below 50, the 
stock has undoubtedly discounted a good 
deal, but whether it has discounted the 
worst is not certain. 


The business of the old Savage Arms 
Company, and of the recently acquired 
Stevens Arms Company, will probably 
continue profitable as is has in the past, 
but the bulk of the company’s capital is 
employed in a new enterprise and a busi- 
ness that is in a very unstable state at this 
time. 


325 





Until Savage Arms has demonstrated 
its dependability as a peace enterprise, I 
should hesitate to buy its stock, except on 
further breaks and for a turn. 


E. W. Bliss Company 


The E. W. Bliss Company was origin- 
ally engaged in the manufacture of dies 
and presses and the Bliss-Leavitt auto- 
mobile torpedo. The latter branch of the 
business was expanded into the manufac- 
ture of shrapnel, shells and projectiles and 
ordnance devices. Even before the war, 
the company had a large export business, 
and the events of 1914 found it in the best 
position to take advantage of them. 

E. W. Bliss, without funded debt, has 
$1,250,000 8% cumulative preferred and 
$1,250,000 common, both classes divided 
into shares of par value, $50. Unlike 
many industrials, and especially those en- 
gaged in munition work, the present large 
surplus was not mainly accumulated dur- 
ing the war. The company has not in- 
creased its capital liabilities in years, and 
as far back as 1902 the common stock was 
exchanged for the assets of the United 
States Projectile Company at rate of $150 
a share, equivalent to 300% of its par value. 

While earnings ran very high during 
the five years from 1915 to 1919, inclusive, 
dividends were also fairly liberal. In this 
period the company earned applicable to 
its common stock 1,685% and paid out 
450% in dividends. Three cash dividends 
of 100% each were paid in 1916. While 
the surplus income of 1,235% may seem 
large to hold, a good deal of it has gone 
back into the property. The increased in- 
vestment in real estate in that period 
would have absorbed 500% of this surplus 
as applied to the common stock. 

The balance sheet does not segregate 
cash and accounts receivable, but the total 
of these items on December 31, 1919, was 
$7,427,682 compared with $5,001,118 ac- 
counts payable. Thus, net quick assets 
would have been nearly $100 a share on 
the common, or 200%, but the company is 
doing a very large business in proportion 
to its nominal capital, and the figures do 
not indicate more working funds than are 
required. 

The company reported at the close of 
last year $17,274,080 corporate surplus, 
equal to $645 a share on the 25,000 shares 
of common, or a book value for this issue 
of $695. 

Earnings applicable to the common stock 
in 1919 were at the rate of $70.22 a share, 


compared with $46.85 in 1918. The reg-. 


ular dividend rate is $2.50 a share, or 
5%. How much of the 1919 rate was the 
result of taking up suspense items, is un- 
known, but it is probable that some of 
the income was the result of adjustments 
of terms on earlier business. 

Regardless of this, however, it is clear 
that the company is in a position to in- 
crease its regular dividend rate, or to de- 
clare a large stock dividend, maintaining 
the present rate on the increased issue. 

Dividends in the past have been exceed- 
ingly irregular. When a company de- 
clares 20% one year, 327%% the next 
and 50% the next, it is obvious that the 
outsider is at a serious disadvantage, for 
he has no idea of what to expect. On the 
other hand, the management is strictly 
within its rights in following such a policy, 
because it has never sought capital from 
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the public nor shown any interest in the 
market for its securities. 

E. W. Bliss common is closely held, 
inactive and subject to wide fluctuations. 
Last- March, when there were rumors of 
a stock dividend, the price advanced from 
395 to 485, or 90 points, on a single trans- 
action. It is now quoted 375 @ 425. 

Either on the basis of asset value or 
earnings in 1919, the stock is probably 
worth all it is selling for. With book 
value of $695, earnings last year were at 


the rate of more than 10% as applied to 
this value. With the stock at 400, earn- 
ings last year were at the rate of 174%. 

On account of its inactivity, it is not a 
stock to buy for a turn. Nor can it be 
classed as an investment until dividends 
have assumed more regularity. If one 
wants to buy the stock in- anticipation of 
a stock dividend which is not unlikely, it 
should be taken on offers rather’ than bid 
for in competition—Savage Co., Vol. 24, 
p. 665. 


Austria —A Shadow ; of Ancient 
Grandeur 


(Continued from page 307) 


have now been stamped in Hungary and 
Poland. In the Czecho-Slovak Republic 
they have been stamped and later replacea 
by new national notes, in Roumania and 
Jugo-Slavia the exchange into lei and 
dinars is also expected to take place soon, 
after a somewhat less successful stamp- 
ing process. Austria has stamped the 
notes which were circulating in her ter- 
ritory, but she is now threatened with 
being swamped with notes from former 
provinces where they have been kept back 
and furnished with a spurious Austrian 
stamp. According to the treaty of St. 
Germain, Austria and Hungary are re- 
quired to redeem the Austro-Hungarian 
bank notes which have been in circulation 
in countries outside the old Austro-Hun- 
garian Monarchy prior to June 15, 1919. 
However, no practical proposition has 
been brought forward for putting this 
ruling into practice. With the establish- 
ment of complete order in the Succession 
States as regards bank notes, and with 
the successful introduction of new notes, 
a considerable improvement in the present 
rate of exchange may be expected. 
Despite the increase in the country’s 
deficit as a result of rising prices of gooas 
and higher wages, and the increase in 


notes, some of the country’s revenues have 
developed more favorably than was anti- 
cipated. Customs are expected to produce 
a surplus of 420,000,000 crowns, stamp du- 
ties one of 110,000,000, and direct taxes, 
one of 840,000,000. In view of the above 
it appears that the process of rehabilita- 
tion is progressing favorably. 

The situation is rendered more hopeful 
if one bears in mind the eagerness of 
Austria’s former political adversaries to 
come to the aid of a country which has 
for centuries been a protector of western 
civilization against the invasion of Mon- 
golians, Tartars and Turks. This is very 
well evidenced by the activity displayed 
by Austrian issues traded in on our mar- 
kets, including the Vienna 4s, 4%s, and 
5s, the Klagenfurt 4s, and the Graz 4s, 
It does not seem possible that the world 
will allow to die Austria, and its capital 
Vienna, where, as Maximilian Harden 
says, “more than anywhere on earth are 
the two charms, those of the East and 
those of the West, where the atmosphere 
of the Occident with its dignified and 
venerable civilization is blended indis- 
solubly with the fragrance of the. Orient, 
and where Western rationalism is mar- 
ried to Eastern mysticism.” 








NEW FACTS ABOUT THE PHILADEL- 
PHIA CO. 


Mr. A. W. Thompson, President of the 
Philadelphia Company, after reading our 
article on the company in the June 12th 
issue, writes us giving some additional in- 
formation, which we pass along to our 
readers: 

“At this time schedules have been filed 
with the Public Service Commission cov- 
ering an increase in rates for gas, elec- 
tricity for power purposes and steam, as 
in the gas business the available supply 
is rapidly diminishing, costs of drilling 
are very high, present producing wells 
show lower volume and new wells have 
less initial production, so that the future 
for natural gas is most uncertain. 

“The Duquesne Light Company and 
subsidiary electric light and power com- 
panies offer the most attractive future 
for business development, notwithstand- 
ing the high prices of coal which exist 
at present and it is the intention to in- 
crease the facilities to meet the demand. 

“The street railway situation has im- 
proved to some extent but the Pittsburgh 
Railways property is still in the hands of 
receivers. The Beaver Valley Traction 
Company is an entirely separate property 


and is now operating satisfactorily. 

“The Pittsburgh Railways, while charg- 
ing a ten cent fare also sells tokens on 
the basis of four for 30 cents, which will 
be changed to three for 25 cents on July 
14.” 





VALUE OF BANK ADVERTISING 

In an article in The American Banker, 
President John J. Lonsdale of the Na- 
tional Bank of Commerce in St. Louis, 
Says: 

“The thirty thousand banks in the 
United States have, collectively, much the 
same work to perform that the Govern- 
ment undertook in connection with the 
flotation of Liberty Loan bonds. Liberty 
bond advertising was directed to a nation 
of free spenders, many of whom did not 
know a Government bond from a chattel 
mortgage. Liberty bond advertising con- 
verted this nation of spendthrifts' into a 
nation of savers and investors—at least, 
for the period of the war. And now that 
the reaction is setting in against the tide 
of extravagance which was an inevitable 
aftermath of war, it will be the fault of 
bank advertising, or of banks in not ad- 
vertising, if the conversion of the people 
of the United States into regular savers 
and investors be not made permanent.” 
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New Era Approaching in Utility Investments 


Present Seems an Opportune Time to Make Commitments in This Group—Many Companies 


HERE. are two principal factors 
which make the present a particu- 
larly opportune time to purchase 

public utility securities. In the first 
place, the concerns engaged in the 
business have been unfortunate victims, 
as every reader of the MaGazine knows, 
of rates which if not wholly stationary, 
were at least of that persuasion, and 
of costs whose expansion seemed limit- 
less. Gradually the fixed rate has been 
overcome. Flexibility has been intro- 
duced and a general, though not uni- 
versal, tendency to harmonize rates 
and cost of service has been intro- 
duced. And now finally we see indica- 
tions that the crest of the cost wave 
has been reached. Here and there wage 
increases must be met. Fuel oil and 
coal are high and firm, but the com- 
panies are beginning to see their way 
out, as a rule. 

Secondly, we have the money situa- 
tion, with its high interest rate operat- 
ing to prevent improvement in the 
quotations of bonds, which were origi- 
nally established at their extraordinarily 
low figures largely because of the un- 
certain outlook for the issuing com- 
panies and for the public utility industry 
in general. With this money outlook ma- 
terially improved, it requires only the 
periodical swing of interest rates in 
the other direction to act as a powerful 
lever under the present price list. 

The specific issues discussed in this 
article are suggested for the investor 
who has a little courage, who believes 
in the future of our utilities, and who 
is not deterred by the fear that he may 
see prices a few points lower before he 
sees them many points higher. 


The Best Protected Issues 


The safest bonds are, of course, the 
old, closed first mortgages, whose 
equities increase with the development 
of the properties. There is one recent 
issue, however, 


Largely Increasing Business 
By W. M. MORTON 


to all current requirements. It may be 
inferred, therefore, that the present 
notes are put out for the purpose of 
financing. additions to the subsidiary 
companies on better terms and more 
comprehensively than. they could 
finance themselves individually. The 
subsidiaries have been in existence 
from twenty to sixty years and include 
the Binghamton Gas Works, the Con- 
solidated Gas Co. of N. J., which sup- 
plies Long Branch, Asbury Park and 
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other seaside towns, the Detroit City 
Gas Co., the San Antonio Public Service 
Co., supplying gas and electricity, the 
St. Paul Gas Light Co., the Milwaukee 
Gas Light Co., and other concerns in 
Grand Rapids, Madison, Muskegon, St. 
Joseph, and a few smaller towns. The 
foregoing are owned through control 
of practically all of the stock. The 
company also has the controlling inter- 


below $175. The notes carry warrants 
entitling the holder to purchase com- 
mon stock in the ratio of two-thirds 
of one share for each $100 of notes 
held at the following prices: 


$142 on or before May 1, 1922 
$147 on or before May 1, 1924 
$152 on or before May 1, 1925 


As a result of the issuance of the 
notes, the stock dropped to $135-$140, 
but only a slight advance is needed to 
make the warrants valuable. At 142 
the stock nets 17%. Earnings should 
show some improvement from now on; 
but even should they fail to do so for 
some time, and a reduction to, say, 5% 
in its stock dividend (leaving the 10% 
in cash unchanged) become necessary, a 
more normal investment period would 
produce a materially higher quotation for 
the stock. Meanwhile, the notes are a 
thoroughly safe investment, netting a 
good return. 

One of the best of the older, well 
seasoned utilities, is the first and general 
mortgage 414% bond of the New York 
Telephone Co., now quoted about 74%, 
yielding 6.90%. Attention is called to 
the accompanying graph, which shows 
that the bond held in the nineties, or 
better, for years. At that time the 
property and earnings were much 
smaller than they are today and the 
issue was somewhat larger, for of the 
$75,000,000 authorized and issued in 
1909, about 10% has been. retired by 
the 1% sinking fund. Subject to only 
$1,721,500 prior liens, the last of which 
will be retired in 1929, these bonds 
cover the most valuable telephone 
property in the world. At a rate hear- 
ing last Fall, the company submitted 
an appraisal of $186,415,924, or nearly 
three times the senior debt. The 
$25,000,000 convertible debenture 6s 
brought out in 1919 are now about 89, also 
yielding 6.90%. ‘Although a lower cur- 
rent income, as dis- 








wh ich strikes a 
nice balance be- 
tween its invest- 
ment and specula- 
tive features. I re- 
fer to the -$6,000,- 
000 American 
Light and Traction 
Co. five-year 6% 


Issue 


American Light & Traction 6% Notes ...............065. 
*New York Telephone General 4%s 

*Southern Bell Telephone & Telegraph 5s 

Southern California Edison Co. General 5s 

*Montana Power Co. Refunding 5s 

Mississippi River Power Co. First 5s . 

Duquesne Light Co. (Pittsburgh) First és 


*Listed on New York Stock Exchange. 
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tinguished from 
yield to maturity, 
is afforded thereby 
an exchange from 
the debenture 6s 
into the general 
4%s would seem a 
conservative trans- 
action in view of 
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notes due May 1, 
1925, and available at about 95, yielding 
7.22%. The company has long been 
regarded as the most successful public 
utility holding company in the United 
States. It has had no debt. Its work- 
ing capital has been ample, and, in 
many ways, it has been the direct op- 
posite of those weakly pyramided hold- 
ing companies which have done so 
much to discredit public utility securi- 
ties in this country. As of December 
31, 1919, the company had no bills pay- 
able and cash on hand was almost equal 
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est in a few other utilities. The notes 
are followed by $14,236,200 preferred 
stock and $25,047,100 common stock, 
having a combined market value of about 
$40,000,000. The common stock has 
paid dividends of 10% in cash and 10% 
in stock ever since 1911. Earnings 
have been as high as 28% on the com- 
mon in recent years and in 1918 and 
1919 they held up to 14.4% and 13.6%, 
respectively. In 1912 the stock reached 
$450 a share, and from that time up to 
the end of March this year it never fell 


the greater security 
of the latter. Prior to 1918 the company 
earned its interest from 4.5 times up to 
as high as 5.8 times annually. Expenses 
are now much heavier, and _ interest 
charges have been increased through the 
issuance of the debentures. Telephone 
traffic is immensely heavy, however, 
and the position of the bonds is en- 
tirely secure. 


Another Good Telephone Bond 


Another good telephone bond is the 
first mortgage 5% bond of the 


327 





Southern Bell Telephone Co. The 
territory embraced by th® service of 
this company is the southeast coast 
section, comprising North Carolina, 
South Carolina, Georgia, Florida and 
Alabama, with 200,000 stations. In ad- 
dition, the Southern Bell owns 99% of 
the stock of the Cumberland Telephone 
and Telegraph Co., with over 200,000 
stations in Kentucky, Tennessee, Mis- 
sissippi, Louisiana and small portions 
of Illinois and Indiana. The business 
has had a growth which refused to be 
halted by even the severe depression in 
the South in 1914 and 1915, and which 
has continued rapidly since high prices 
for lumber, tobacco and cotton gave 
that section a boost never approached 
since the Civil War. These bonds 
cover the entire property owned in fee 
by first mortgage and they are further 
secured by pledge of stocks of the 
Cumberland Telephone & Telegraph 
Co., and of a few lesser subsidiaries. 
They were brought out between 1910 
and 1914 at prices ranging from 96 to 
98. Altogether $18,000,000 were sold, 
of which $1,198,000 have been retired 
by the 1% sinking fund. Against this 
debt the company had property and 
securities owned as of 1918 which it 
carried on its books at over $45,000,000. 
Prior to government control, earnings 
ranged from 2.48 to 2.96 times interest 
charges, after deduction of annual de- 
preciation charges of about $1,000,000, 
or approximately the same amount as 
was called for by interest charges. 
The margin of safety is ample to put 
the bonds in the conservative invest- 
ment class. At the current quotation 
of 8l—a drop of 21% points since 
1916—they yield nearly 6.75%. 
A Remarkable Growth 


In the matter of growth, there are 
few utilities which can even approach 
the record of the Southern California 
Edison Co., whose general mortgage 
5s, practically an underlying obligation, 
may now be obtained at about 86, to 
net 6.25%. As the name implies, the 
company serves that flourishing part of 
the Pacific Coast whose focal point is 
Los Angeles, including Pasadena, 
Riverside, San Bernardino, Santa Bar- 
bara and embracing an area greater 
than that of seven eastern states. 
Power is generated by sixteen hydro- 
electric plants with an aggregate 
capacity of 158,920 horsepower and 
eight steam plants with an aggregate 
capacity of 143,510 horsepower—a total 
of 302,430 horsepower. This mighty 
force flows through 1,500 miles of high 
tension transmission lines to the com- 
pany’s 200,000 customers. ‘In addition to 
domestic lighting, Southern California 
Edison supplies traction lines, irriga- 
tion pumps, canneries, refrigerating 
plants, oil pumps and other machines 
and industries which require power. 
This diversification of demand tends to 
smooth out the requirements made 
upon the powerhouses and is one source 
of the company’s strength. Of these 
bonds, there have been issued 
$13,360,000. Prior thereto in its lien 
upon the entire property are but 
$5,296,000 underlying securities, while 
junior bonds embrace $20,500,000 gen- 


328 


eral and refunding 6s and $8,000,000 
debenture 7s. Together these junior 
securities are equal to nearly half of 
the total debt. The senior debt in- 
cluding the general 5s is equal to only 
about one-third of the property invest- 
ment account. . 
Because of the large proportion of 
its power derived from hydro-electric 
sources, expenses are relatively small 
in proportion to revenues. In 1917, the 
lowest operating ratio was made. That 


was 35.73% of operating revenues. It 
is readily appreciated that higher labor 
and material costs do not work any 
such injury upon this company as they 
would upon one which operated nor- 
or 70% of its 


mally at, 60% 
revenues. 

Continued expansion of the debt in 
order to meet the insistent demand for 
additional facilities, the increasing 
interest rate which has been necessary 
to attract capital, higher costs, and the 
absorption in 1917 of the Pacific Light 
& Power Corporation (which was not 
quite as strong as the Southern Cali- 
fornia Edison) have reduced the num- 
ber of times charges were earned from 
3.04 in 1911 to 1.83 in 1918. Some in- 
crease in rates was granted this year 
and the margin of safety is still 
adequate for the entire debt. The posi- 
tion of the senior debt is improving 
all the while as the earnings expand 
and as the millions are poured into the 
property to increase its equity. The 
general 5s are superlatively good. 


Montana Power Co. 


Say, 


Montana Power Co. is almost ex- 
clusively a hydro-electric development, 
with but 1,320 horsepower in steam 
against 283,270 horsepower in_ its 
thirteen hydro-electric plants. The 
present company is a _ consolidation, 
effective in 1912, of eight concerns, 
three of which are held through stock 
ownership. A_ difference between 
Southern California Edison & Montana 
Power is illustrated by the fact that 
the latter, with nearly as great a power 
capacity, supplies only about one-fifth 
as many customers, for Montana 
Power is, as its name indicates, engaged 
in supplying power rather than domes- 
tic current. It does operate in Ana- 
conda, Butte, Billings, Helena and 
other towns, but the great bulk of its 
output goes to the Anaconda Copper 
Mining Co., the Chicago, Milwaukee & 
St. Paul Railwey and other big con- 
sumers. The contracts with the St. 
Paul run fo. 99 years and assure a 
steady income. 

The first mortgage 5s of this com- 
pany, yielding 6.80% at the present 
price of 79, cover first lien about 71% in 
capacity of the present power plants, 
56% of the transmission liens and 84% 
of the undeveloped water powers. 
Upon the balance of the property they 
are subject to $10,614,000 prior liens. 
The amount of first 5s sold was 
$22,340,000, of which $11,300 has been 
retired by the sinking fund. The sink- 
ing fund is but % of 1% up to 1922. 
Thereafter it is to be 14% of all bonds, 
including underlying issues, outstand- 
ing or held in the fund. It is expected 
that by 1943, the maturity date, about 


40% of the total debt will have been 
retired. The company’s operating 
ratio has been as low as 24%, and fixed 
charges are earned from 2.18 up to as 
high as 3.23 times over, annually. 


Miss. River Power’s Steady Progress 


Mississippi River Power Co. is the 
third hydro-electric company whose 
bonds are included in our li it. While 
its record is not equal to sve of the 
other two companies, the trend of its 
affairs has been in the right direction 
and anyone who purchases the first 5s, 
secured by an absolute first mortgage 
on the entire property, at the current 
price of about 71, should secure an ulti- 
mate profit, as well as an exceptional 
immediate return. The original issue 
was $20,000,000, but the 1% sinking 
fund has already retired $1,313,000 and 
will make large further inroads upon 
the $18,687,000 left outstanding before 
the due date of 1951. 

The company owns a massive con- 
crete dam, 4,650 feet in length, in the 
Mississippi River at Keokuk and a 
powerhouse, 900 feet in length, with 
120,000 horsepower output and sub- 
structure and draft tubes complete for 
the ultimate development, which will 
provide 200,000 horsepower. The foun- 
dations extend twenty-five feet into the 
solid rock bed of the river. The com- 
pany’s most important contract is to 
supply 60,000 horsepower for the street 
railway and lighting companies of St. 
Louis. The term of the contract is for 
99 years, subject to equitable adjust- 
ment at ten-year interval§ based on the 
then cost of coal. An adjustment has 
just been made which will bring in a 
very handsome increase in revenues. 
As expenses and taxes are only from 
20% to 25% of operating revenues, the 
gain will be almost all “velvet.” The 
property is carried on the books at over 
$47,000,000. Interest charges were 
earned only 1.03 times in 1915, but they 
have crept up gradually to 1.07, 1.17, 
1.22 and in 1919 to 1.46 times. The 
future of the property seems assured, 
and the fact that it is a Stone & 
Webster undertaking adds something 
to one’s confidence in the bonds. 


Duquesne Light’s Business Doubled 


For the last bond in the selection, I 
have taken a first mortgage of an ex- 
clusively steam electric property, op- 
erating in the City of Pittsburgh, where 
the industrial growth has been such as 
to keep this company, the Duquesne 
Light, and others in the surrounding 
territory (such as the West Penn 
Power Co.) pushed to the very limit to 
supply the power demanded. 

In March, 1916, there were 54,633 
connected meters on the Duquesne 
Light Company’s lines. In November, 
1919, there were 97,800—an increase of 
almost 100% in a period of less than 
four years. The company is a sub- 
sidiary f{ the Philadelphia company. 
Until 1938 it had no funded debt, being 
quite unique among utility companies 
in that respect. In 1918, $10,000,000 
three-year notes were sold. In 1919 
the $25,000,000 first 6s were put out, 
the notes being called for payment. 

(Continued on page 349) 
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What Are the Prospects for Silver and Copper Metal? 


Reasons for the Sensational Drop in Silver—The Working of the Pittman Act—Is Copper on 


Verge of Recovery?—Production Prospects for Both Metals 


HE silver market has filled the popu- 
lar mind of late with its spectacular 
decline from around $1.40 an ounce 

to present levels of in the neighborhood 
of 92 cents. An important element in 
the decline has been the cessation of 
Eastern buying, which is regarded as the 
backbone of the silver market. Disturbed 
conditions in China and India, and the 
permission extended by the Indian gov- 
ernment to melt down silver rupees for 
use as bullion cut down Far Eastern buy- 
ing to a shadow and in addition threw 
large stocks of silver on a weak market. 
The steady rise in British exchange also 
had its effect in making sterling a better 
medium in which to settle obligations 
than silver, and hence leading to a pref- 
erence for the former over the latter. 

On the Continent, in spite of their 
scant supplies of metallic silver, both 
France and Germany, as well as a number 
of smaller countries, have been dispos- 
ing of their meagre stocks. 


The Pittman Act 

During the war the United States Gov- 
ernment sold some 207,000,000 ounces of 
silver to our allies to help straighten out 
the monetary situation, particularly as 
concerned the Far East; most of this 
was sold at ptices above $1 an ounce, it 
is understood. By an act passed last year 
the Government is obligated to purchase 
silver from American producers at the 
fixed price of $1 an ounce, until it has 
replaced the amount taken from the 
Treasury during the war. 

Naturally, while the price of the metal 
was soaring well above $1 an ounce, no 
producers thought of taking advantage 
of the offer. Recently, however, offers 
have been made by the Treasury for this 
silver, and the result has been that silver 
is now quoted at two prices, one for 
“domestic,” which is of course equal to 
the fixed price of $1 an ounce minus some 
% of a cent an ounce for treatment and 
transportation, and the other “foreign,” 
fixed by international conditions. 

At first difficulties were encountered in 
the enforcement of this act, because it 
required that both the ore and the smelter 
be American, whereas most smelters 
mixcd “domestic” and “foreign” ore in 
the smelting process. However, this diffi- 
culty has since been obviated by allow- 
ing smelters to sell at the fixed price to 
the Government an amount equal to the 
silver in the American ore handled by 
them. As a result, some 5,000,000 ounces 
have already been sold to the Treasury 
under the provisions of the Pittman Act. 

Current silver production is about 55,- 
000,000 ounces a year, compared with a 
pre-war normal of some 70,000,000 ounces. 
The reasons for the falling-off are in- 
creased costs, which make it unprofitable 
to work certain low-grade ores; decreased 
supply and efficiency of labor; decreased 
production of copper, from which more 
than half of the silver of the United 


for JULY 10, 1920 


By ELI S. BLAIR 


States is produced as a by-product. At 
this rate of production it will be about 
three and a half to four years before the 
requirements of the Treasury under the 
Pittman Act will be exhausted and 
American producers forced to sell their 
silver at the international price. 

It may be pointed out, furthermore, 
that the withholding of three years’ 
American production from the world’s 
silver market will reduce available sup- 
plies, in all probability, to a point where 
any revival of large-scale buying from 
the East will cause another rise. The 
outlook is all for increased silver pro- 
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duction, however, which will tend to pre- 
vent any spectacular price advances. 


The Copper Market 


Small volume of transactions, nominal 
prices on the part of big sellers, little 
fluctuations in the outside market, with 
a weakening tendency—this summarizes 
the copper market of the last few weeks. 
For a long time now the big producers 
have been waiting for consumers’ stocks 
to be cleaned up to the point where ihey 
would have to go into the market, willy- 
nilly, and pay the price of 19 cents a 
pound asked by the big producers. 

Activity among copper consumers has 
been curtailed largely, however, by labor 
troubles and transportation difficulties. 
At the same time the genera! expectation 
of a movement toward deflation has do1.e 
its share in cutting down demand. While 
it is usual for the big consumérs of cop- 
per to do their buying for three months 
in advance, it seems that this year, in 
view of unsettled conditions and the diffi- 
culty of getting enough capital to carry 
large inventories, they have been buying 
largely on a hand-to-mouth basis. 

Most of what little business is being 
done is handled by the outside market, 
which is selling copper at 18 cents, and 
in some cases even a shade below. A 
good deal of this market is supplied by 





the smaller producers. Japan has been 
selling out her manufacturing supplies of 
copper, but this movement is nearly 
through; and some speculative selling has 
been done by English interests. 

What the big copper companies are 
waiting for is the reawakening of the 
huge export demand which formerly took 
more than half of our production. Ar- 
rangements have been completed by the 
Copper Export Association for the finan- 
cing of large shipments of copper to 
France, but the German demand thus far, 
while fairly active, has been disappoint- 
ing. This situation may be modified, 
however, by the recent entrance of Amer- 
ican capital into German industry. Eng- 
land, too, is a large factor in the present 
export market for copper. 

It will take a great increase of ac- 
tivity on the part of the export trade 
to remove the surplus stocks of unsold 
copper held by private interests, estimated 
for the end of May at 500,000,000 pounds, 
a slight increase over the previous month, 
showing that domestic consumption alone 
was inadequate for present production, 
even at its reduced rate of 50% of ca- 
pacity. The stocks last year unsold were 
over 1,000,000,000 pounds at one time, so 
something substantial has evidently been 
done toward removing this accumulation. 
Normal stocks on hand vary from 200,- 
000,000 to 300,000,000 pounds, so that the 
situation as regards unsold copper is not 
so discouraging as it seemed. 

Assuming that this surplus will be 
cleared off by the end of the year and 
that enough of a buying demand enters 
the market, from domestic and foreign 
sources, to make it advisable to increase 
production, curtained for the time being, 
it is highly probable that the present con- 
dition of excessive supply of copper 
would be replaced by one of actual 
shortage. 

Labor is in scanty supply in mining 
camps, and what there is of it has de- 
clined markedly in efficiency. In addi- 
tion, the congestion of traffic has made 
it hard to ship fuel to smelting centers, 
so that, all in all, & is doubtful whether 
production can well be increased more 
than 10% of capacity above its present 
rate. As the larger producers have the 
situation well in hand, it is likely that the 
development of any such situation, of in- 
creased demand, the exhaustion of pres- 
ent excess stocks, and a call for increased 
production, would mean an advance in 
the price of copper, even in the face of 
a general deflationary tendency. 

That this condition will come about 
within the very near future is unlikely, 
but that is the significance of the large 
producers’ insistence on maintaining a 
nominal price level at which very little 
business is done. Over a somewhat 
longer stretch of time, perhaps a year 
or more, they may quite conceivably turn 
out to have been right. 
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Alvarado Mining and Milling Company 





Old Mexican Silver Producer Plans Expansion 


Some of Its Mines, Worked for Hundreds of Years by Crude Native Methods, Display New 
Possibilities by Modern Methods Even Working the Lower Grade Ores— 


ECENT developments in Mexico 
which seem to promise the restora- 
tion of order and the hope of un- 

impeded industrial growth call special at- 
tention to the securities of companies 
whose properties are located there. While 
the oil companies have been receiving 
particular notice from this point of view 
it is worth while considering the status 
of an old established mining enterprise 
which has recently entered upon a pro- 
gram of expansion and development. 

The mines of the Alvarado Mining 
and Milling Company are located in the 
Parral District of the State of Chihuahua, 
Mexico. They number twenty- 
five and are divided into four 
groups, of which the Presena 
group has been most extensively 
developed. While these mines 
have been worked since a 
period far back in the history 
of Mexico, the methods em- 
ployed for the most part were, 
according to native practice, 
profitable only when the higher 
grade ores were treated. 

As in the case of the porphyry 
coppers, however, it has been 
found by some of the larger 
silver mining companies in 
Mexico that it is possible to 
make substantial profits from 
lower grade ore through large 
scale operations and the intro- 
duction of the latest methods 
of metallurgy. 

Some ten years ago, when 
Alvardo started operating the 
Parral properties, the company 
introduced the cyanide process 
in the treatment of ore in the 
district. It has determined re- 
cently that it is more profitable 
to roast the ore with salt so as to convert 
the silver into a chloride before treating 
with cyanide. As a result of this method 
a smaller proportion of the silver goes to 
waste while operating expenses are not 
increased. 


Expansion Plans 


The company has announced its inten- 
tion of purchasing mining properties 
that can be operated profitably no 
matter where they can be found and for 
this reason has authorized 1,200,000 shares 
of stock of which only 350,000 have thus 
far been issued. The remainder may be 
used in the acquisition of additional 
property. 

I am able to confirm reports to the ef- 
fect that Alvarado has practically secured 
working control of the Silver Reef Con- 
solidated Company which owns the Silver 
Reef Mines of Washington County, Utah. 
This property was secured under an oper- 
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Outlook for the Stock 
By JAMES GARRISON 


ating agreement with an option to pur- 
chase. The fact that the company was 
willing to go so far afield from its seat 
of operations in Mexico indicates that its 
plans for expansion are being carried into 
effect. It is increasing its milling capacity 
at the present time from 600 tons a day 
to 1200 tons a day, and by the early part 
of next year its silver production should 
be approximately doubled. Apparently, 
therefore, the company anticipates a pe- 
riod of prosperity for the silver industry. 

The fact remains, however, that since 
the company’s recent sale of an issue of 
new stock the price of silver has declined 


SORTING SILVER ORE BY HAND 
One reason why Mexico’s mineral wealth has for so long 


remained undeveloped is due to the antiquated methods 
of handling the output 


from $1.25 an ounce to about 9lc. an 


ounce. It would appear, naturally, that 
its low grade ores will not prove so 
profitable to treat at this current level of 
silver prices (should it continue) as at 
the former. It may even be that certain 
ore deposits which the company contem- 
plated treating with its enlarged mill ca- 
pacity will have to be temporarily aban- 
doned in favor of the treatment of higher 
grade ores. 

It should be remembered that the Pitt- 
man Act authorizing the United States 
Government to buy silver at $1 an ounce 
does not apply to silver produced and 
smelted outside of United States. Al- 
varado will, therefore, have to sell its 
silver ‘at a price determined by World 
markets, rather than that fixed by Con- 
gress. 

Production Figures 

Last November the total ore reserves 

of the company, including both the high 


and low grade materials, amounted to 
4,678,000 metric tons averaging 89 tenths 
ounces of silver to the ton. Development 
work done since last November has 
consistently shown up ore of much better 
than the average grade. The new ore 
developed, which amounts to several hun- 
dred thousand tons, averages about four- 
teen ounces of silver and fifty cents in 
gold. We are advised that development 
in the lower levels of the company’s 
Palmilla group of mines is progressing 
most satisfactorily and is disclosing bet- 
ter than fifteen ounce rock. 

During the year 1919 the mines were 
operated for 338% days, a 
record that few industrial or 
mining plants in this country 
could show and which indicates 
the steadiness of Mexican labor 
when employment is offered. 
The company was interfered 
with by Villa to some extent 
this year when it was forced to 
close its plant for four days 
because of his interference with 
the electric power lines. These 
lines supply the hydro-electric 
power to the company’s plant 
from the Mexican Northern 
Power Development, which is 
located on the Conchos River 
about 45 miles from Parral. 

Last year’s production 
amounted to over 2,000,000 
ounces of silver and 1,600 
ounces of gold, which was equal 
to a recovery of 11.6 ounces of 
silver and a fractién of gold for 
each ton of ore treated. Present 
production is running at the 
rate of some 18,000 tons a 
month which gives an annual 
output of over 2,400,000 ounces, 
approximately the same output per ton as 
the average for 1919, namely, a fraction 
over 11 ounces per ton of ore treated. 
On the basis of a mill capacity of 1200 
tons a day or 36,000 tons a month, the 
company’s engineer estimated costs would 
be $5.10 per ton of ore treated and that 
with silver at $1.25 an ounce there would 
be an estimated profit of $3.31 a ton, after 
deducting all Mexican taxes. 

But with the drop in the price of silver 
it will probably be the company’s policy 
to regulate its mill-heads in order to 
maintain a balance with the price of sil- 
ver. We understand it is in position to 
operated for 33834 days, a record that 
do this from its higher grade ore reserves 
and will therefore be able to maintain an 
even rate of earnings, should the price of 
silver remain low over a long period. 
This policy, however, would probably re- 
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United Verde Extension Mining Co. 





A Mining Company Whose Shares Are Based On Ore 


Reserves and Cash 


Successful Development of Property Result of Skillful and Aggressive Management—Lowest 


Cost Producer in the United States 


HE United Verde Extension Mining 

Company commands the respect of 

mining men and engineers because 
it has successfully developed a wonderful 
body of rich copper ore by aggressive and 
skillful operating methods. It attracts 
the attention of mining investors because 
both its physical and financial conditions 
indicate it has graduated from that large 
class of mining speculations to the hon- 
ored status of mining dividend earner. It 
is wisely directed, skillfullly managed, 
and founded upon a goodly supply of pay- 
able ore and ample working capital, justi- 
fying the confidence of its stockholders. 

The outlook for “U. V. X.” has not 
always been so rosy. Dnring its career 
it has met difficulties and disappointments, 
but it has faced them with determination 
and confidence. Its present satisfactory 
position is due largely to the perseverance 
and judgment of its leading spirit, Mr. 
James Douglas, and his able associate, the 
veteran mine manager, Mr. George King- 
don. 

In 1902 the company was incorporated 
in Maine, as a reconstruction of the 
United Verde Extension Gold, Silver and 
Copper Mining Company, with a capital 
of $3,000,000 divided into 300,000 shares 
of par value $10. This company was re- 
organized in Delaware with a capital of 
$4,000,000 at $10 par. The last reorgani- 
zation was in 1912, when the capital was 
reduced to $750,000, divided into 1,500,000 
shares of a par value of 50c. The shares 
outstanding number 1,050,000, equivalent 
to $525,000 par value. 

In the 1912 reorganization, about 40,000 
shares were ‘issued in liquidation of debts 
of the former company; about 360,000 
shares were set aside for exchange, on a 


By C. S, HARTLEIGH 


share for share basis, for old shares out- 
standing; Mr. James S. Douglas received 
150,000 shares for services, purchased 50,- 
000 for $25,000 cash, and secured an op- 
tion for himself and associates on 400,000 


about 5,000 feet of workings on the 800- 
foot level, developed only a small amount 
of 2% copper ore, carrying about $3 in 
gold and an ounce of silver. Early ex- 
ploration on its own ground as well as in 





PANORAMA UNITED VERDE EXTENSION PROPERTY 
Looking northeast, the Little Daisy hotel is at the left, with the Edith and 
Audrey shafts in the center, and the the company’s smelter in the background 


shares at par until june 15, 1915; and 
500,000 shares were reserved for treasury 
purposes. The Federal Trust Company, 
Boston, is registrar; and the State Street 
Trust Company, Boston, is transfer agent. 
The shares are listed on the Boston Curb, 
and traded in on the New York Curb. 
The annual meeting is held on the third 
Tuesday in February. 


Trying Times at First 


Early developments were not encourag- 
ing. The first shaft, 800 feet deep, and 





A CLOSE-UP OF THE VERDE OUTFIT 
Possessing a good plant, the Verde Extension handles its ore economically, trans- 
porting it through tunnel by electric power to the smelter, which has a daily 
capacity of 1,000 tons 


for JULY 10, 1920 


the neighboring Jerome Verde property, 
en which it took an option in 1913, was 
unsuccessful. 

Later, the new Edith shaft was sunk 
to a depth of 1,200 feet, and, in December, 
1914, development work on the 1,200-foot 
level broke into very rich chalcocite ore, 
assaying from 20% to 40% copper. This 
ore body was opened and developed on 
the 1,300-foot and 1,400-foot levels, and 
blocked out by raises from the 1,400-foot 
level. From that time on the develop- 
ment of payable ore was rapid, and on 
December 31, 1919, the ore reserve above 
the 1,400-foot level was officially estimated 
at 571,400 tons, averaging 15% copper, 3 
ounces silver, and .025 ounce gold. Un- 
official estimates place the available ton- 
nage of high grade ore at nearly double 
this quantity, probably without over-step- 
ping the limits of conservatism. 

A trip through the workings on the 
1,300-foot and 1,400-foot levels, in many 
places completely surounded by chalco- 
cite, tinged green by its coating of car- 
bonate, and often assaying 40% copper 
per ton, is an exhilarating experience for 
a visiting engineer, especially if he may 
have been engaged for several weeks pre- 
vious in the examination of hungry-look- 
ing and unpromising prospects elsewhere. 

It is interesting to point out just what 
the company’s present official ore reserve 
means to the stockholder. Figuring cop- 
per at 18c. a pound, gold at $20 an ounce, 
and silver at $1 an ounce, the assay value 
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of the ore is $57.50 a ton, and the gross 
value of the ore reserve developed above 
the 1,400-foot level is $32,855,500. This 
is equivalent to about $31.30 per share on 


. the 1,050,000 shares outstanding. 


The costs, exclusive of depreciation, re- 
serve to return capital, and taxes, as re- 
ported for the year 1919, amount to 9.8c. 
per pound of copper, or about $29.40 a ton 
of ore. This leaves a net value of $28.10 
a ton for the ore in reserve above the 
1,400-foot level, or a total net value of 
$16,056,340. If to this be added the bal- 
ance in surplus account, as reported in 
the balance sheet of Dec. 31, 1919, amount- 
ing to $5,904,467, the sum is $21,960,407, 
which is equivalent to $20.90 per share. 

The estimate of reserves, as stated in 
the last annual report, is con- 
fined to ore above the 1,400- 
level, and is generally believed 
to be quite conservative. Fur- 
ther, no allowance has been 
made for ore that is in process 
of being developed, but which 
is not technically blocked out. 
If all available ore not men- 
tioned in the published esti- 
mate be taken into account, it 
is probable that the present 
market price of shares, which 
are quoted around $30-$32, 
would be justified. For the 
sake of comparison it may be 
of interest to note that the 
market price of the shares 
ranged from $31% to $47 in 
1919, and from $34 to $42 in 
1918. 

During the year 1919, the 
property was in operation for 
eight months, the lost time being 
caused by a strike at the mines 
on February 13, lasting about four 
months. The production from the mine 
during the year was 96,546 tons of ore, 
containing 15.5% copper, 3.23 ounces sil- 
ver, and .029 ounce gold. The smelter 
treated 93,325 tons, which yielded 28,860,- 
615 pounds copper, 272,855 ounces silver, 
and 3,169 ounces gold. During the year 
the company sold 20,847,156 pounds of 
copper at an average price of 17.136 cents. 
The amount of copper on hand January 1, 
1920, was 27,220,393 pounds. In the pre- 
vious year the company had sold 54,126,- 
107 pounds of copper at an average price 
of 24.145 cents. So far as cost of pro- 
ducing copper is concerned, it is probable 
that at the present time the United Verde 
Extension holds the record for low-cost 
copper in the United States. 


Results in 1919 


Underground development work done 
in 1919 aggregated 5,578 feet, as agaifist 
7,155 feet in the previous year. The drift 
south from the Audrey shaft on the 1,500- 
foot level has entered the ore body, and 
several hundred feet of crosscuts and 
drifts have been run on this level. The 
average grade of the ore opened by this 
development is about 5% copper. This is 
decidedly lower than the average grade of 
the ore above the 1,400-foot level, and 
although it is disappointing, not enough 
work has been done to determine whether 
this falling off in value is to be considered 
as characteristic of the ore body at this 
level. The 1,600-foot and 1,700-foot levels 
have not yet penetrated the ore body. 
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Crosscuts from the Audrey shaft to the 
Edith shaft have been completed on the 
1,500-foot level, 1,600-foot level, and 1,- 
700-foot level, and the Edith shaft is be- 
ing opened to the lowest level. 

The sump and pump station on 
and below the 1,700-foot level have been 
completed. Ore pockets from the 1,100- 
foot and 1,200-foot levels, for storage and 
transfer to the haulage tunnel on the 
1,300-foot level, have been completed and 
are in operation. In the haulage tunnel, 
1,233 feet of tunnel work and connections 
were made during the year, completing 
this work. The total length of standard 
gauge track tunnel is now 12,395 feet, and 
the various connections aggregate 332 
feet. Ore is now being transported 


VERDE A MODEL PLANT 


The company believes in taking good care of its employees 
and the Little Daisy Hotel shown in the center affords com- 
fortable quarters for eighty men. At the left are the open pits. 


through this tunnel to the company’s 
smelter by electric haulage, with 25-ton 
locomotives and 30-ton cars. 

The smelter at Clemenceau, Arizona, 
was completed and put in operation in 
the month of July, 1918. It treats all the 
ore produced from the company’s mine 
The plant is a model one in every particu- 
lar, equipped with every modern im- 
provement and capable of the most eco- 
nomical operation. It has a capacity of 
about 1,000 tons daily. The smelter was 
designed by A. G. McGregor and staff of 
Warren, Arizona. 


Verde Employees Well Treated 


The company believes in taking good 
care of its worthy employees. The Little 
Daisy hotel, located in close proximity to 
the mine, furnishes comfortable quarters 
for about eighty men, and is a desirable 
and attractive feature of the surface 
equipment. Suitable quarters have also 
been provided for the general manager 
and the engineering staff. Houses for 
mine and smelter employees have been 
constructed at convenient locations. 
From time to time the company has leased 
ground and loaned the necessary money 
tc employees who desired to build their 
own houses. Under such arrangement 
many houses have been built, and the em- 
ployees are permitted to pay for them in 
monthly instalments. 

The management of the property is in 
skillful hands. The general manager, Mr. 
George Kingdon, has successfully handled 
every emergency that has arisen at the 


property. The general superintendent in 
charge of all departments is Mr. George 
W. Nicolson, an experienced and com- 
petent mine operator. The smelter is in 
charge of Mr. James Heggie. 

The reports issued by the company to 
its stockholders are brief so far as the 
ore reserve is concerned, and it is gener- 
ally believed that they are conservative. 
The official estimates do not take into 
consideration ore below the 1,400-foot 
level, although recent development work 
indicates that extensive ore bodies will be 
opened in this ground. Some engineers 
who are informed regarding the property, 
state that a conservative estimate of the 
available ore above the 1,400-foot level 
alone is not less than ,1,000,000 tons that 

will average 16% copper. 
This would represent a_ net 
profit of about $25,600,000, 
which, together with the $5,- 
904,067 in surplus account, 
would be equivalent to over 
$31,500,000, or $30 a share for 
the outstanding stock. 


Conclusion 


In view of the company’s 
provision for efficient under- 
ground mining and ore trans- 
portation, its first class sur- 
face mine plant, and its smelter 
designed to treat its own ores, 
all earned out of operating 
profits, the splendid physical 
condition of the mine, and 
promising outlook for de- 
velopment of additional ore re- 
serves, and finally, its experi- 
anced and efficient management ; 
it is fair to rate United Verde 
Extension at as close to the in- 
vestment class as it is possible for a mining 
issue to be.—vol. 24, p. 71. 
‘| 
EFFECT OF FREIGHT TIE-UP 

UPON THE MIDDLE WEST 
(Continued from page 318) 


Bond men in general feel that there 
will be no real general upward movement 
in bond market prices until such time as 
there has been a drastic downward re- 
vision of government taxation which has 
proven so burdensome to the public for 
some time. The high prices have driven 
the investor of big means out of the 
market, except for the fully-tax-exempt 
issues, and while the general public, or 
so-cailed small investor, has been enabled 
to pick up securities at bargain-counter 
prices, it is recognized that the buying 
from this source is not sufficient in 
volume to permit a steady tone. 

In normal times, when weaithy investors 
are actively identified with bond market 
affairs, individual transactions in many 
instances are of greater importance than 
purchases at the moment by a large num- 
ber of individuals. 

One of the leading investment houses 
for several months past has noticed a fall- 
ing off in its so-called large sales of 
securities, although the number of its 
customers from day to day has:shown an 
appreciable increase. In a way this is 
looked upon with favor because it re- 
flects a wider distribution of securities 
than heretofore, but it is not a stabilizing 
influence. 
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Merritt Oil Corporation 





Merritt Drilling the Deep Sand in Big Muddy Field 


Results of Present Campaign, If Successful, May Double the Company’s Production 


ALL Street was introduced-to the 
stock of the Merritt Oil Corpora- 
tion about the end of 1916 just 

when the oil boom began to take hold of 
the public. The organization of the com- 
pany followed the discovery of the Big 
Muddy Field of Wyoming and the stock’s 
greatest reception was by interests who 
were familiar with conditions in the oil 
industry and especially in Wyoming. The 
stock was offered for subscription in 
December, 1916, at $9 a share but before 
the company’s formation was publicly an- 
nounced the stock was oversubscribed and 
the first public trading took place around 
$14 a share, par value $10. From this 
point the stock steadily advanced until 
by August, 1917, it had reached its high 
record level of $43.50. This advance was 
despite the fact that no dividends had 
been paid on the stock and little informa- 
tion was available regarding the-company’s 
operating results. From its high point, 
Merritt stock gradually receded and, af- 
fected by general market conditions, has 
recently reached a low level of below $15. 

The reaction in Merritt has naturally 
given rise to many rumors of adverse 
developments in the company’s affairs. 


Reports have been circulated that the 
company’s wells were running dry and 
that it had small prospects of further de- 


velopment. After a silence of three years 
the president of the company recently is- 
sued a statement to stockholders giving 
rather complete information as to -the 
company’s status and financial condition. 
In this report it was stated that net earn- 
ings for the’ year 1919 were $1,485,356 
prior to deductions for depletion and Fed- 
eral taxes which had not yet been defi- 
nitely determined, this amounting to 19% 
or $1.90 per share on the $7,800,000 capi- 
tal stock outstanding. On November 25, 
1919, the company inaugurated quarterly 
dividends at the rate of 10% or $1.00 a 
share per annum. r 

The balance sheet as of December 31, 
1919, showed the company to be in a 
strong financial condition, its current as- 
sets amounting to $1,556,553 against cur- 
rent liabilities of $635,566. Of the current 
assets $1,251,073 was represented by cash 
on hand. Surplus account at the close of 
the year stood at $5,258,044 against $7,- 
800,000 capital stock. Oil lands, leases 
and contracts were carried at $9,991,012 
less $924,612 for depletion and field con- 
struction at $3,314,426, less $560,086 for 
depreciation. 

Few of the recently organized oil com- 
panies have made a better financial show- 
ing, in most cases their development work 
had eaten up all liquid capital and has 
usually called for additional funds from 
the stockholders from time to time. 

Merritt’s Holdings 
*In regard to the physical condition of 
the properties, President C. F. Clay, of 
Denver, states that the company holds 
under lease a solid block of 6,620 acres in 
the Big Muddy Field, of which 3,500 acres 
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are considered absolutely proven as a re- 
sult of development work thus far car- 
ried on. The advantages of having the 
producing acreage in a solid block are 
fully realized only by oil producing men. 
Of greatest importance, it means the sav- 
ing of the large expenses encountered by 
companies whose acreage is scattered and 
in small tracts and who have to compete 
with other companies drilling offset wells 
on all sides. Examples of the extreme 
difficulties encountered by such companies 
are to be found in the Burkburnett field 
of Texas where so many companies own 
anything from a town lot up, and where 
50 acres is considered a large tract. Here 
it is found necessary to quickly drill sev- 
eral wells to the acre in order to prevent 
a neighbor from draining all the oil from 
under the property. In many cases this 
condition has necessitated the drilling of 
four or more wells where one would have 
served the purpose to better advantage 
where a sane drilling program was fol- 
lowed. 

The Merritt Company controlling most 
of the Big Muddy Field has been able to 
carry out a conservative drilling campaign 
with an eye to the long future. In the 
Big Muddy Field there have been encoun- 
tered thus far three commercially produc- 
tive oil sands, one at 1,100 feet, known 
as the Shannon sand and furnishing small 
producing wells, the second at 2,000 feet 
which is a stray sand and the third known 
as the first Wall Creek Sand at 3,000 feet. 

President Clay states that the com- 
pany’s plans call for a continued drilling 
program on its present proven acreage 
extending over the next five years. Last 
year the company’s production from these 
sands amounted to 1,674,759 barrels, an 
average for the year of 4,600 barrels daily. 

Development operations last winter 
were handicapped by severe weather con- 
ditions—violent wind storms blowing 
down the rigs, etc—which made it im- 
possible to proceed with any new work 
and even stopped production from some 
of the wells. 

The company now has under way a 
program for cleaning out all its old wells. 
and experience in other Wyoming fields 
have shown that following this work the 
production of the wells have usually 
doubled. Drilling on new wells is also 
under way and production should also be 
helped from this new development work. 

The most important thing, however, in 
Merritt affairs at this time, is the drill- 
ing of a deep test well with the object of 
penetrating the lower Wall Creek Sand. 
Geologists familiar with conditions in 
Wyoming believe that the second or third 
Wall Creek Sand should be found in Big 
Muddy at a depth of approximately 3,700 
feet. The Merritt Company now has a 
well down close to 3,100 feet which is 
still in the First Wall Creek Sand. Drill- 
ing on this well is slow and tedious, 
especially while passing through the oil 
bearing said as the oil has to be kept 


down with water and at intervals the gas 
pressure forces water and oil up through 
the hole. As a precaution the company 
has started drilling a second deep test well 
so that if anything prevents the first well 
from reaching the deep sand, work will 
be progressing on the second well. 

In a previous attempt to reach the deep 
sand, it was stated that one of the Mer- 
ritt wells was drilled through 265 feet of 
oil bearing sand, apparently the First 
Wall Creek, and the drillers were unable 
to complete the well. This is understood 
to be the thickest oil sand ever found and 
accounts for the long life of Wyoming 
wells. 

The Second Wall Creek Sand 

The importance of getting production 
from the Second Wall Creek sand is only 
realized when it is known what this sand 
has been accountable for in the Salt 
Creek field, the principal field in Wy- 
oming, which is about 40 miles northeast 
of Big Muddy. For man} or" the Salt 
Creek Field has been furnishing large 
producing wells from the First Sand and 
the productive limits of this sand deter- 
mined the proven area of the field. In 
drilling to the deeper sand, however, it 
was found that the wells produced much 
larger quantities of oil and that the Sec- 
ond Wall Creek Sand extended over a 
much wider area than the First Sand. 
In September, 1918, one of the first wells 
drilled in the deep sand at Salt Creek 
actually filled six 250 barrel tanks within 
one hour and ten minutes, or at the rate 
of considerably over 20,000 barrels daily, 
exceeding the “potential” production of 
some of the gushers of the Homer Field 
of Louisiana. Due to conditions in Wy- 
oming, however, the gusher wells of that 
State have been given little publicity. No 
one knows what the deep sand in Big 
Muddy will bring forth until the drill has 
penetrated the oil strata but in view of the 
conditions existing at Salt Creek and the 
reports made by Wyoming oil experts 
the Merritt management feels that it has 
reason to look forward to favorable de- 
velopments in its deep drilling. 

The discovery of commercial production 
in the Second Sand would more than 
double Merritt’s known oil reserves, be- 
cause the deeper sand would prove up a 
larger area for the company than the 
sands which are now furnishing the pro- 
duction. 

Another point of interest to holders of 
Merrit Oil stock is the management and 
control of the company. In 1917 the Mid- 
west Refining Company acquired a sub- 
stantial stock interest in the Merritt Oil 
Corporation when the stock was selling 
around $40 a share and while no state- 
ment has ever been made public regarding 
the price paid by the Midwest Refining 
Company for its Merritt stock, it is gen- 
erally assumed that the price was close 
to the market quotations prevailing at that 
time. In March, 1919, the Merritt Com- 

(Continued on page 339) 
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Sinclair Cons. Oil Corp. 





What the Sinclair Organization Has Today 


Sinclair’s Undertaking—Where the Production Is Located— 


Meteoric Career of Harry F. 


INCE the dissolution of the old Stand- 
ard Oil Company of New Jersey 
into separate and competing com- 

panies, the organization of independent 
oil companies has been very popular. 
The vast majority of these companies 
have not been successful (as the invest- 
ing public now realizes) but there have 
been a few whose success and growth 
have been phenomenal. Among these few, 
the name of “Sinclair” stands out promi- 
nently. 

A few years after the discovery of oil 
in Oklahoma, the industry was in a very 
bad condition, due to the low price of 
crude, wasteful methods of treatment and 
other causes. At that time Harry F. Sin- 
clair was employed as a compounder in 
a drug store in Independence, Kansas. 
Pat White, now head of the White Oil 
Corporation, was employed by the Oil 
Well Supply Company and he and 


Prospects of the Stock 
By J. GRANT 


company, and is actively engaged in all 
phases of the petroleum industry, pro- 
ducing, refining and marketing. It oper- 
ates in this country, Mexico and Cuba. 

Its producing properties in this coun- 
iry are located in the Mid-continent field. 
The largest and most substantial acreage 
is located in the “Garber Pool” in Okla- 
homa. This property was among the 
assets of the Chanute Refining Company 
when that company was absorbed in the 
original merger. There was no produc- 
tion on this acreage at the time of its 
acquisition and the Sinclair acquired a 
50% interest by drilling a test well. 
Since that time, the other 50% has been 
acquired. This property is considered one 
of the best pieces of oil-producing acre- 
age in this country. 

Sinclair has a net production of about 
7,000 barrels in Oklahoma and Kansas, 


The net production in these fields is about 
2,000 barrels a day, of:which about 50% 
can be considered settled. 

Through the subsidiary companies in 
Mexico, Sinclair has been shipping about 
600,000 barrels of crude each month. In 
addition the company is selling some oil 
to the Standard Oil Co. and other com- 
panies that ship it, and the total produc- 
tion approximates 35,000 barrels a day. 
It has some very good acreage in Mexico 
but, like the other producers in Mexico, 
is unable to market all the oil the wells 
will produce because of insufficient pipe 
lines from the field to the sea-loading 
stations. The acreage and production in 
the Panuco field is especially valuable. 

Sinclair is also a holder of several 
large concessions in foreign countries. 
The principal concessions are 1,280,000 
acres in Panama; 988,145 acres in Costa 

Rica, and a one-half interest in 





Sinclair joined forces under the 
name of “Sinclair & White” and 
started in the producing end of the 
oil game. Sinclair watched the 
growth of the industry and soon 
became imbued with the idea that 
by effecting a combination of 
several of the companies and in- 
stalling economies and better 
operating methods, much greater 
profits could be made. Accord- 
ingly, in 1908, the Sinclair Refining 
Company was organized with the 
modest capitalization of $8,000,000 
as a consolidation of several local 
companies in Oklahoma. The Sin- 
clair Refining Company was very 





about 75,000 square miles in An- 
gola, Africa. Drilling operations 
are being carried on in all of 
these concessions, but nothing of 
importance has been discovered to 
date. 


Large Casing-head Gas Production 


Sinclair has a large production 
of gasoline which it manufactures 
from “casing-head” gas. “Casing- 
head,” or gas that comes from an 
oil well, was a waste product up 
to a few years ago and allowed 
to escape in the air. An inex- 
pensive process for salvaging this 
gas has since been discovered and 
today the manufacture of casing- 








successful, and soon the results of 
the economies and new operating 
methods it put into practice were 
reflected in increased profits. 

With the knowledge and experi- 
ence gained in this enterprise, Sinclair 
came East seeking new capital with which 
to expand and take over additional com- 
panies. He was successful in securing 
$20,000,000, and the Sinclair Oil & Refin- 
ing Corporation was organized. The 
company had a capitalization of 2,500,000 
shares of stock of no par value. The 
market value of the outstanding stock 
was about $100,000,000. 

In 1917, another Sinclair Company was 
organized called the Sinclair Gulf Corpo- 
ration. The capitalization of this com- 
pany was 2,000,000 shares of no par 
value. The market value of the out- 
standing stock was about $65,000,000. 

The past year saw the organization of 
the Sinclair Consolidated Oil Corpora- 
tion to take over the entire holdings and 
assets of all the Sinclair organizations. 
The authorized capital of this company 
was 5,500,000 shares of no par value. 
Later this was increased to 6,500,000 
shares and a bond issue of $75,000,000 
was authorized. 

Sinclair Consolidated’s Organization 

Sinclair Consolidated is a well rounded 
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ONE OF SINCLAIR’S SEVERAL REFINERIES 
Top view of continuous stills at the company’s East 
Chicago refining plant 


and the greater portion of this can -be 
considered settled. The company has also 
some production in Texas in the Ranger 
field, the majority of which is operated 
jointly with the Texas Pacific Coal & 
Oil Company. It has had only fair suc- 
cess there—in fact, it is very doubtful 
whether operations in that field have 
shown any profit at all. The company has 
also recently brought in a well in Damon 
Mound. This is new territory, and Sin- 
clair has a large acreage there, but there 
has not been enough development to defi- 
nitely determine just what this territory 
will produce. The present well is pro- 
ducing about 2,500 barrels of oil a day 
but is showing, unfortunately, an in- 
creasing amount of salt water, at present 
making about 18% emulsion. The net 
production of Sinclair in Texas, exclusive 
of that from the one well at Damon 
Mound, is about 3,500 barrels a day. This 
cannot be considered settled, as the wells 
in the “deep lime” in Texas gradually 
decline until they exhaust themselves. 
Sinclair has some production in Louis- 
iana in both the Homer and Caddo fields. 


head gasoline is about the best- 
paying phase of the oil industry. 
Sinclair has a daily production of 
about 30,000 gallons of casing- 
head. 

The company owns a very complete 
pipe line system for the transportation 
of crude from the producing fields to its 
various refineries. These lines tap all the 
main producing areas in the Mid-con- 
tinent field. The largest line is that from 
Ranger, Texas, to East Chicago, Indiana. 
These lines have a much greater capacity 
than the refineries of Sinclair and con- 
siderable crude is transported and sold 
to refineries of other companies. Sinclair 
has been able to purchase and store crude 
that is obtained at low prices and later 
on dispose of it at a good profit. This 
was especially true during the period of 
flush production in Ranger and Burk- 
burnett, Texas. 


For transporting crude from Mexico, 
Sinclair owns about 32,000 tons of tankers 
and has about 86,000 tons under construc- 
tion, which should be delivered this year. 
Upon completion of these new tankers, 
the shipments of Mexican crude should 
show.a very material increase. 


At the present time, the capacity of the 
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various refineries owned by Sinclair is 
about 45,000 barrels. The three principal 
refineries are located at Coffeyville, 
Kans., Kansas City, Kans. and East Chi- 
cago, Ind. These are complete refineries 
and can make practically all known pe- 
troleum products. Plans are now under 
way to double the capacity of these re- 
fineries. The profits from the refining 
operations are not as great as would be 
supposed from handling this amount of 
oil. This is due to the fact that none 
of them are large and each must carry 
its own overhead and complete operating 
force. If those situated in Oklahoma and 
Kansas were combined into one large re- 
finery, the profits would be much greater. 


Scope of Marketing System 


Sinclair has always followed the policy 
of marketing direct to the consumer and 
has built up an extensive marketing sys- 
tem. In this country, its products are 
marketed from the Rocky Mountains to 
New York, but they are mainly sold 
throughout the Middle West. In the lat- 
ter territory the company has to compete 
with the Standard Oil Company of In- 
diana, unqustionably the most intense 
marketers of petroleum products in this 
country. Naturally, Sinclair has not had 
any easy. time of it with this competition 
and its selling costs have probably been 
very high therefore. Its success to date 
has only been fair and the profits not as 
great as the Standard has shown on the 
same turnover. The acquisition of the 
Union Petroleum Company gave Sinclair 
an old established jobbing concern, with 
a very fine export clientele. Whether 
Sinclair can hold this export business re- 
mains to be seen. 

In Cuba, Sinclair has a very fine fuel 
oil business, as well as gasoline and kero- 
sene. Storage to handle the business 
there has been erected and the company 
probably controls a large percentage of 
the petroleum sales on the island. 


Assuming that, from an operating stand- 


point, Sinclair is on a solid foundation, 
the question of the value of the stock 
arises. The market price is now 50% 
of the price at which the stock sold late 
last fall and the investor naturally won- 
ders what its true value is. 

An examination of the balance sheet 
for the year 1919 discloses the fact that 
there were outstanding at the close of the 
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One of Sinclair’s wells in good flow, from 
the Bartlesville sand in Pawnee County 


year 3,757,593 shares of stock. At the 
current price, the value of this stock is 
approximately $116,485,383. Since that 
time, there has been issued $50,000,000 of 
notes. These notes are due in 1925 and 
earn 74%4%. They carry a convertible 
privilege of exchanging each $1,000 note 
for 10 shares of 8% cumulative preferred 
stock and 2% shares of common stock. 


If these notes are converted, the out- 
standing stock would be $50,000,000 of 
8% preferred stock and 3,992,000 shares 
of common. 

The gross earnings for 1919 were $76,- 
970,000, and net, after taxes, depreciation, 
depletion, replacement, etc., was $9,590,- 
463. This is about $2.55 per share of out- 
standing stock, or about 8% on the market 
value per share. The book value per 
share of stock is about $70, and, if this 
book value represents the actual capital 
investment and the value of the assets 
of the company, the net earnings were 
only about 4% on the investment. The 
charge for depreciation, replacement, de- 
pletion, etc., was $10,010,772. This is only 
a little better than 4% of the book valua- 
tion and is much lower than should be 
used for oil properties. The Standard 
of Indiana last year charged off $18,000,- 
000 on a plant investment of approximately 
$60,000,000. 

Judged on the basis of the Sinclair 
earnings for the year 1919, the stock is 
apparently selling considerably above its 
earning power. It is very probable that 
the future will show increased profits over 
those earned for 1919, especially from the 
refining and distributing ends of the or- 
ganization, which are the “weak sisters” 
at present and which only earned about 
12% of the profits for the year, but the 
present price of the stock discounts this 
for a considerable future period. 

From a stock market standpoint, the 
fluctuations in Sinclair last year fairly 
mark the issue as one of the “Follies of 
1919.” There was heavy public partici- 
pation when the initial rise took place, 
which, helped by bullish news reports, 
carried it into the upper 60s. At present, 
in the neighborhood of 30 only a little 
good buying appears and it remains to 
be seen whether this buying is in antici- 
pation of anything more substantial than 
a rally. Altogether, the action of the 
stock apparently justifies the opinion that 
the Sinclair property has yet to grow up 
to its capitalization —vol. 25, p. 736. 
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SINCLAIR RIVER UNITS AND CRUDE OIL STORAGE IN THE PANUCO RIVER FIELD OF MEXICO 
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"Twixt Tape and Coupon 


The Wall Street Menagerie—and a Few Letters About Some of the Wolves 


Dear MADAM: 

I have read your interesting favor 
and you have my deepest sympathy for 
the way you were treated at the hands of 
the firm mentioned. 

The house is known as a bucket-shop. 
Your error was in placing your account 
with such a concern; no matter how long 
you had been receiving circulars from 
them, this did not indicate good character 
or responsibility. Houses of that kind 
issue more literature than any other. 

Your next error was in deciding to buy 
such a large amount of stock on a thin 
margin; no doubt they encouraged you 
to do so, and probably gave you many 
reasons why the stock was a purchase. 
But what they probably wanted to do was 
to get hold of your 5,000 shares. 

In buying 10,000 shares you were put- 
ting yourself in a position where a decline 
of 25c. per share would cost you $3,750, 
or 50c. a share, $7,500. 

Houses of that character seldom exe- 
cute their orders, although they may be 
able to furnish names of so-called brokers 
with whom they dealt. (Bear in mind, | 
am not specifically stating that they did 
not buy your stock.) 

Such houses usually execute their or- 
ders at the high price of the day, even if 
they have to wait until three o’clock to 
see what the high price was. The news- 
papers take their curb quotations from 
a sheet which is often said to contain 
records of transactions which are, to say 
the least, doubtful in character. 

Given a market of from $1 to $1.25 in 
a single day’s fluctuations, you can see 
how they were in a position to take aa- 
vantage of you. After they had- “exe- 
cuted” your buying order, if you had 
immediately given them an order to sell 
out your shares you would perhaps 
have received the bottom price, viz., $1 
per share. I am, of course, judging by 
what that kind of a house has done in the 
past, and am not making specific charges 
against this particular house. 

A range of $1 to $1.25 is very wide for 
such a stock to fluctuate over on con- 
secutive days. You no doubt begin to see 
now why such quotations appear. The 
difference between executions by such a 
house and a legitimate brokerage con- 
cern is this: The legitimate broker 
would endeavor to buy for you as 
cheaply as he could. 

The probable reason why they wrote 
you, stating they had transferred the 
stock to their own name, was this: Such 
houses frequently sell out for their own 
account, any such collateral as may be 
deposited with them. These sales de- 
press the price of the securities, and thus 
assist in putting the market down, to the 
disadvantage of the customer, and to the 
great advantage of the bucket-shop. The 
certificates in your name were just as 
good security if they had intended to 
hold them, but they were not a “good 
delivery” in a woman’s name, and while 
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they stood in your name you could have 
stopped the transfer or taken some other 
action which might have prevented their 
selling them out, which amounted to their 
going short of your security for their 
own account. 

Then began their margin calling proc- 
ess. They knew, from the fact that you 
put up stock instead of money that you 
probably did not have the money, and 
they therefore figured that if they called 
you for margin while the market was 
weak, you would instruct them to sell. 
If they succeeded in selling at the lowest 
obtainable price, they would wipe you out 
of that much of your margin. When 
you finally séld 5,000 shares at 75c. they 
had about accomplished such purpose. 
Then came the final squeeze, in the shape 
of their last margin call. After keeping 
you on the anxious seat for a while they 
went through the formality of “closing 
you out.” 

The whole deal looks bad and smells 
bad. I would advise you to retain a 
lawyer on a contingent basis and see if 
you can recover. This will depend upon 
many technical details which only a 
lawyer can decide. 

You will no doubt avoid bucket-shops 
in the future. I am printing this letter 
so that all of our other readers may take 
warning, and am very sorry that I can- 
not be of more definite service to you. 


The Discretionary Game 


DEaR Sir: 

You did well in withdrawing your 
money from the person who was man- 
aging your account with authority from 
you to handle it in a discretionary way. 
This game is a very old one in Wall 
Street, and every once in a while it 
breaks out again in a new spot. 

Two things condemn the party who 
was operating the account with such 
apparent success. First, the fact that 
he never took a loss. Second, he re- 
quired you to give thirty days’ notice 
before withdrawing your capital. 

While I do not say that this particular 
person is a crook, I can describe to you 
a way in which such a person might take 
advantage of you, and yqu can judge for 
yourself whether you ever want to put 
any more money into similar hands. 

In the period of four months during 
which he operated your account actively, 
or say at the rate of a round trade every 
day or two, he did not lose a single dollar. 
One transaction after the other shows a 
continuous realization of one to two 
points profit. Now you must know that 
no one, in or out of Wall Street, can 
trade this way over a period of four 
months, consequently we must reason out 
what he was probably doing with your 
money, and what his ultimate object was. 

Personally, I do not believe he made 
any such series of transactions, although 
I am not accusing him. I cannot prove 


anything. But it looks to me as though 
he might have made a number of entries 
of so-called transactions. on the account 
called yours, and each month he sent 
you a check for your share of the profit, 
retaining the remainder for his commis- 
sion covering the “management” of the 


* account. 


The regular receipt of profit checks at 
the end of each month naturally put you 
in a very confident frame of mind, and 
the psychological effect of this was to 
encourage you to send additional money 
for him to use for the same purpose. In 
the four months’ period your profits 
were as follows: 

$8.76 
$16.67 
$16.20 
$16.08 


$57.71 

Average per month—$14.43 

This is at the rate of $173.16 per annum, 
or over 86% on your capital. Few people 
could resist such bait. 

I take it from your letter that he re- 
turned your $200 promptly. He reasoned, 
probably, that you wanted to see whether 
you could get the money out of him, and 
he proved that you could, and he doubt- 
less knew that when you had once re- 
ceived it, you would return it to him again 
and probably add to it. You would also 
tell your friends that he was not only 
making money, but that your principal 
was safe with him. 

The result might have been different 
had you deposited with him any substan- 
tial amount. In all probability you would 
have had much difficulty in withdrawing 
your funds. The proof of this is indicated 
in the thirty day notice required. Any 
“expert” discretionary manager would 
have no difficulty in establishing a series 
of losing trades during the thirty days, 
and you would have no recourse because 
you placed the money in his account, sub- 
ject to his absolute discretion, and gave 
him the benefit of the thirty day clause. 

You are to be congratulated upon suc- 
cessfully extricating your capital from its 
former precarious position. 





An Over-Active Trader 
Dear Sir: 

I have been considering very carefully 
your letter of the 20th, and your experi- 
ence in trading, covering the last five and 
a half years. While you do not give me 
full particulars as to the quantities dealt 
in, I can readily understand why your 
experience has not been profitable in spite 
of the fact that your profits in points so 
far this year amounted to two and a half 
times your losses in points. 

The reason appears to be in the number 
of transactions which in less than six 
months have amourted to 316, or at the 
rate of over six hundred transactions 

(Continued on page 359) 
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Building Your Future Income 


Liberty Bonds and the Friendly Stock Salesman—Remarkable Fluctuations in the Offering 
Price of Certain Types of Promotions 


TOCK salesmen are jovial people. Life 
~ is full of opportunity for them; dull 

care and financial worries they do not 
know. 

Many stock salesmen are progressive, 
intelligent, honest men. They have legit- 
imate propositions to offer investors— 
and investors often make neat profits by 
purchasing their wares. 

But there are at least as many bad ones 
as good ones; and it is the bad ones in 
whom joviality and cordial good spirits 
abound. They have their degrees of 
complacency, of course; a prospect with 
$50 only makes them companionable; 
twice as much in sight brings the dancing 
light into their eyes; $500 puts them on 
their mettle. But, when confronted by a 
credulous individual who has, say, $1,000 
and a Liberty Bond, their joy knows 
no bounds. 

It is in the last event that the particu- 
larly jovial salesman puts into practice 
the pet scheme of modern times. Take 
the place of the credulous individual for 
a moment and we will rehearse the little 
play: 

Equipped with $1,000 cash and a Lib- 
erty Bond of that face value, worth, how- 
ever, only $850 at the present market 
price, you coniront the salesman. 

During your interview you will find 
that in the gladness of his heart (and 
the knowledge that you have $1,000), he 
will take you into his confidence. He will 
want to give you the chance of a life- 
time to. embrace an opportunity that 
comes only once. He has known you for 
five minutes and he likes you. Just for 
being such a good fellow he is going to let 
you in on the ground floor. While “the 
office” will reprimand him for making 
such an excellent deal with you, he can 
square it by explaining that you are in a 
position to interest your large circle of 
friends in the company and what profit he 
personally loses in making you this ex- 
ceptional offer you will make up to him 
by helping him with other prospects. 
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So, he is going to give you the rock 
bottom proposition; the “last word” in 
price. He is going to lay his cards right 
on the table. For $1,000 you are going 
to get ’steen shares in the great “Getem- 
anyway Company,” worth—well, “Just 
examine our estimated profits when we 
drill those 46 wells in proved territory 
Sec. 16-27-49.” 

About this time you are almost lost. 
The tale has been so well told you see the 
oil gushing from the immortal 46 and 
refineries springing up here, there and 
everywhere on the 5 million acres, with 
pipe lines, particularly pipe lines, running 
right to your very residence. You are 
about to commit the fatal act of signing 
on the dotted line when you think of THE 
MAGAZINE OF WALL STREET and what you 
have read about these things and the pen 
stops just in time. You put on the Think 
Cap. 

But you are still wobbling. You re- 
member your Liberty Bond. You decide 
to try the salesman out on that. The 
old thing is only worth $850 now. So 
with some diffidence you offer it to him. 
You intimate you really ought to keep 
your cash for various reasons, and you 
await his verdict with misgivings fearful 
that your tender will be turned down. 
Then it is that the jovial salesman, with- 
out the slightest hesitation, lifts the load. 
Certainly he will take your bond, at PAR. 
It is just as welcome as the cash. Same 
thing, in fact. The worry is lifted and 
“Oh, Boy!” as Cartoonist Briggs has it, 
“Ain’t it a grand and glorious feeling?” 

You put the Think Cap on again. And 
this time the old thinker works like a 
charm. The whole proposition quickly 
becomes clarified. Why, you were just 
going to ‘give this salesman a thousand 
dollars in cash and now he is willing, for 
that same ’steen shares, to take $850 
worth of Liberty Bonds. 

It is astonishing how the scales fall 
away when you get into the right kind of 
thinking. You realize almost instantane- 
ously that your pocket was about to be 


picked of $150. For the $1,000 Liberty 
Bond is worth no more to the salesman 
than it is to you. No more to his firm 
or anyone, at the present time. There- 
fore, if these “shares” worth $1,000 one 
minute are worth only $850 the next, 
what is the real value to put up on them. 
The answer is easy. The amount of 
money you can be coaxed to pay. 

The time has arrived now for you to 
bid friend salesman farewell. The courts 
probably won’t hold it against you if you 
make your parting emphatic. 

It can be taken as a safe general rule 
that where an offer is made to dispose of 
stocks at a certain cash price and the 
alternative inducement suggested that 
Liberty Bonds be taken for same at par 
such stocks are to be looked upon with 
suspicion. At the very outset of a stock 
company all stockholders must be given 
an equal, square deal. 


WHAT THE “EDGE LAW 
BANKS” WILL DO 
(Continued from page 308) 

These acceptances and prime notes will 
be based on foreign business, which nor- 
mally bears a rate above six per cent for 
accommodation. If the market does not 
devour them at 5 or 5% in normal times, 
they can pay 6%, and with their security 
and short maturity should never shade 
more than a minute fraction below par. 
These ought to stimulate the separation 
of cash assets in corporation financing, 
and develop a fund of resources of capi- 
tal in this country which will in the future 
be available for all kinds of credits re- 
quiring above three months to mature. 
At present, the legislative long-term 
credits of our foreign trade are mostly 
financed by the makeshift of promised 
renewals, and there is probably a great 
volume of long-term domestic ‘commer- 
cial financing of an absolutely legitimate 
character that must take its chances, and 
probably suffers in so doing, just as our 

foreign trade financing does 
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The Goal of ‘Financial Independence’ 


What Financial Independence Is Real Estate Investments 
Against Possible Stock Market Profitt—The Danger 
of Aiming at a Fixed Goal 


MonTREAL, CANADA. 
Editor, THe MaGazine oF WALL Street: 

Sir:—The title of your book “Finan- 
cial Independence At Fifty” interests me, 
because I am getting near forty, and be- 
ginning to realize that if I am to be in- 
dependent at all, I must accomplish the 
result soon. 

With that end in view, I should like to 
ask your personal advice, since you have 
made an extended study of financial mat- 
ters, and the writer is more or less of a 
greenhorn. 

Until the cost of living began to pinch 
very hard, I had not given much thought 
to either investment or speculation; and 
although I have been economical I have 
not succeeded in saving very much, due 
to a large family (five children, wife and 
myself) and to the small salaries paid to 
those in the teaching. profession. Our 
sole ambition ’til about six months ago 
was to own our home, and we have suc- 
ceeded in reducing our mortgage to about 
$2,650 with interest at 6%. The value of 
the house and lot, is roughly around 
$7,500 to $8,000. I have also some build- 
ing lots which are valued at around 
$2,000. 

I have been trying to sell my real 
estate for the last few months, but prop- 
erty values in these sections do not seem 
to move very fast just now, although as 
the city grows they are bound to ad- 
vance. The trouble is I may be gray- 
haired before that time, and so I am 
anxious to become independent in the 
quickest and safest way possible. 

What would you advise me to do under 
the circumstances? Would you advise my 
trying to dispose of my real estate hold- 
ings, even at a sacrifice, in order to get 
“long of cash,” or would you advise wait- 
ing until I can get what I consider a 
fair price? 

If I did not have the house and prop- 
erty on my hands, I believe I could put 
aside for investment or speculation about 
$1,000 yearly. As it is, repairs, mortgage 
interest, etc, eat up most of my spare 
cash. 

Do you sincerely believe that I could 
attain financial independence at 50, my 
age now being 39, assuming that we save 
to the limit and place our savings accord- 
ing to our best intelligence, using the data 
in your magazine, etc., as guides? 

My notion of “Financial Independence” 
would be to have placed, at a good in- 
terest rate, the sum of $100,000. At 6% 
this would bring in $6,000 a year. 

I should like to have your opinion and 
advice on these questions. 

M. L. I. 

If you are sincere in your desire to be- 
come financially independent at 50, which 
is 11 years hence, our belief is that you 
can attain the goal. From the financial 
viewpoint, you might not have quite 
enough to retire on, but as money about 
doubles itself in 11 years, your worth at 
that time should be about $15,000. We 
have estimated your equity in your home, 
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and added to it the present value of your 
other holdings. 

It is quite true that financial independ- 
ence, viewed from the monetary view- 
point, would be about represented by a 
capital of $100,000, which, invested at 6% 
would return $6,000—a sum generally re- 
garded by Americans and Canadians as 
representing a goodly competence. But, 
there are many other ways of looking at 
it. We have frequently pointed out that 
“independence” doesn’t mean freedom 
from work, or the ability to draw interest 
and do nothing. The average man of 
fifty hardly thinks of retiring. All, how- 
ever, would like to be financially inde- 
pendent: and we believe that any man 
in good health, ripe experience, a con- 
tented mind, and a capital between $15,000 
and $20,000 could—even above the age of 
fifty—consider himself financially inde- 
pendent. 

You are doubtless aware that the big 
opportunities im life come to those. who 
have a little capital. Do you remember 
Harriman’s advice about “Take $93,000, 
and ”? Do you recall that his inter- 
locutor not possessing the necessary sum 
was urged to “Save it, young man, save 
it!” Harriman meant by this, that with- 
out capital a man’s financial position is 
hopeless, and so far as further ambition 
is concerned, one might as well stop right 
there, and commence to “save it.” The 
opportunities come to those who have the 
wherewithal to climb higher. Each little 
pile is the step to climb still higher. 

To aim towards $100,000, or in fact any 
given sum of money in a given time, 1s— 
in our opinion—an attempt to get rich that 
would vitiate your obviously conservative 
efforts in the past. You are not badly off; 
in fact you are much better off than the 
great majority. The possession of a 
home, even with a small mortgage, is a 
priceless thing in material benefit, and 
the spiritual advantage of fearing no 
landlord cannot be computed in money. 

We are surprised at your expense of 
$1,000 yearly for “repairs, mortgage, in- 
terest, etc.” Perhaps your bookkeeping 
methods are at fault. If you are paying 
off the principal as well as interest on 
your mortgage by annual instalments, you 
can rightly add all payments of principal 
to your present equity of about $5,500. 
Your annual expenses should not exceed 
$500, and about $500 should be devoted 
to wiping out the mortgage. In less than 
five years you will own your home free 
and clear. At that time real estate might 
be considerably higher. 

On the latter subject, we have made a 
careful. study of the real estate situation, 
and consulted experts. We believe con- 
ditions in Canada very nearly approximate 
our own. 

A steady rise in values has been going 
on for about eighteen months, particularly 
in ‘improved properties. This has been 
due to the urgent demand for living “and 
working quarters. High costs have held 
down new building, and the replacement 


value of existing properties has climbed 
by leaps and bounds, and not until the 
demand is fully supplied is it expected 
that there will be any diminution in 
values. 

Unimproved lots have made little prog- 
ress because there has been no great in- 
ducement to buy and build during a period 
of high prices. Farm lands have advance@ 
tremendously, because immediate returns 
were in sight, and also because speculators 
saw a bigger chance of profits in them. 
Generally speaking, home sites and build- 
ing lots are still very low, and have not 
come in for the accustomed boom that 
comes along about every ten or fifteen 
years. There are many signs on the hori- 
zon that the time is not far off when they 
will also come into line. 

We should advise you to hold your 
building lots by all means until you get 
a fair price, or a good profit. We would 
not advise any disturbance of your real 
estate investments for the sake of pos- 
sible profits in the security market. Con- 
tinue to pay off your mortgage until you 


do not owe a nickel, and have some - 


money in the bank. 

At that time, we may possibly be able 
to give you some good suggestions. Con- 
ditions may be so different as to warrant 
a change of policy. 





PENDING DEMANDS OF RAIL- 
ROAD EMPLOYEES 
(Continued from page 316) 


will the effect of dear transportation be, 
if not decentralization ? 

The payroll is the basis of all cost of 
operation, and with the railroads it is 
much greater in proportion to total costs 
than in the case of an industrial corpora- 
tion. With an inflexible wage level, it 
will be. as difficult to get the payroll down 
as it was to get it up, and the next 
minor economic cycle may have been 
completed before it hits the bottom. 

As THE MAGAZINE oF WALL STREET has 
previously pointed out, the factors enter- 
ing into railroad tariffs are so numerous 
and uncertain that even the Interstate 
Commerce Commission, with the best in- 
tentions to deal fairly with the railroads, 
may fix rates too low, because they must 
fix workable rates. 

Within limits, high tariffs will mean 
thin traffic, and net operating income with 
railroads drops much faster than gross 
revenue as traffic falls. Thus, conditions 
would come around to a point where 
the only relief would be found in a re- 
duction of wages. Then, the negotiations 
would begin, but when they would end 
none could say. 

I think it is a gradual perception of 
these considerations that has delayed the 
long-expected better rail market, and it 
is quite possible that it will be. further 
delayed until the roads have had an op- 
portunity to show what they can do 
under the new rates. 

Many traders, advised from Washing- 
ton that constructive legislation was being 
enacted in behalf of the railroads, are 
coming around to the point of view that 
constructive legislation, as applied to busi- 
ness, is in reality economic policing and 
will be subject to all the delay and in- 
flexibility that always attaches to Gov- 
ernment management. 
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More About Making Your Will 


If Your Estate Is Complicated or Involved, It Is Important 
to Confer Adequate Powers on Your Executor 


N a recent issue of the Macazine, Mr. 

Scribner Browne quoted a simple form 

of will, adequate to cover a simple estate, 
especially when left to one peré6n. 


Mr. W. H. Conger, Jr., of the West 

End Trust Co., Philadelphia, calls atten- 
tion to the fact that such a will would not 
cover all the contingencies that might 
arise in the management of real estate or 
business enterprises. In fact, he says, 
very few wills drawn by expert lawyers 
specifically grant to the executor all the 
powers that he may, under various condi- 
tions, be called upon to exercise. 
“It is quite true that a short and general 
will is far better than none, and that in 
most cases it answers the purpose; but 
since to confer full powers to eliminate 
all possible complications merely requires 
a few more pages of typewriting, why 
not add them to your will? 

He sends us the following draft of 
paragraphs to be added to a will, which 
he believes cover everything that could 
possibly arise. He states that this is a 
revision and improvement upon a similar 
form contributed by him to Trust Com- 
panies Magazine some years ago. After 
reading it we are ready to believe that 
Mr. Conger hasn’t left anything out. 


Conveying Adequate Power to Executors 


All estates, inheritance, succession and trans- 
fer taxes shall be paid out of and borne by 
my residuary estate. 

further will that no part of my estate, be 
it principal or income, real or personal, while 
in the hands of the executor and trustee hereof 
shall be subject or liable to transfer, assign- 
ment, sale, pledge, or anticipation in any 
manner by any beneficiary or remainderman 
hereunder; nor shall the interest of any bene- 
ficiary hereunder, while in the hands of the 
executor and trustee, be liable for his, her 
or their debts, contracts, obligations or en- 
gagements in any manner whatsoever; nor shall 
the interest of any beneficiary hereunder, while 
in the hands of my said executor and trustee 
be subject, or liable to attachment, levy, se 
questration or any other legal process whatso- 
ever. 

Lastly, I nominate, constitute and appoint 
the Blank Trust Company executor and trustee 
of this my last will and testament without bond, 
giving and fully granting unto it the following 
powers, viz.: 

(a) To retain any or all of the assets left 
by me, as well as investments made by me as 
in its judgment seems best, and to make all 
transfers and effect such registrations of the 
same that may be necessary in the administra- 
tion of my estate. 

(b) To invest and reinvest the assets of 
my estate, or the proceeds of any sale or dis- 
position thereof hereunder, in other investments, 
either real or personal or both from time to 
time, and to lend money upon collateral, real 
and personal, not confining such investments and 
reinvestments to what are defined by the laws 
of any State as purely legal trust fund invest- 
ments. 

(c) To borrow money from time to time 
for any purpose in the administration or dis- 
tribution of my estate, or to continue and re- 
new any loans made to me or by me in my life- 
time, or to or by my said executor and trustee, 
as in its judgment seems wise and expedient, 
and for that purpose to give, execute and de- 
liver such assignments and transfers, obligations, 
notes, pledges, bonds and mortgages and _ re- 
newals thereof from time to time, as shall be 
necessary. 

(d) To sell either at public or private sale, 
and either clear of encumbrances, or subject 
thereto, or upon ground rent or purchase money 
mortgage, and further to mortgage and remort- 
gage, pledge, repledge, assign and reassign, 
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lease and release, any or all of the assets, 
real or personal of my estate of which I die 
seized or possessed, or which may be vested 
in, or in any manner or way come into the pos- 
session of my said executor and trustee or to 
which it shall be entitled, at any time what- 
soever, for such price or prices, sum or sums, 
and. upon such term or terms as my said ex- 
ecutor and trustee shall deem wise and expe- 
dient, and to accomplish this end, to give, exe- 
cute and deliver good and sufficient deed or 
deeds, assignment or assignments, transfer or 
transfers, power or powers, bond or bonds, 
mortgage or mortgages, pledge or pledges, lease 
or leases, authority or authorities, or other as- 
surances or instruments in the law that may 
be mecessary in the premises, and to re-exe- 
cute any of its powers herein granted from time 
to time as my said executor and trustee finds 
it necessary in the full and proper administra- 
tion of my estate so to do, without any lia- 
bility or responsibility upon the part of the 
purchaser or purchasers, mortgagee or mort- 
gagees, pledgee or pledgees, obligee or obligees, 
assignee or assignees, lessee or lessees thereof 
to see to the purchase or lease moneys, or to 
the borrowed bond, mortgage or pledge moneys. 

(e) To take over properties in foreclosure 
and to buy in assets held as collateral in de- 
fault of any vtligation held by my estate and 
to retain the same in its discretion and further 
to enter into and become a party to any con- 
certed action, or plan reorganization or other- 
wise, with the intention of liquidating, con- 
serving, bettering ér saving any of the assets 
of my estate, and for that purpose to deposit 
with, and assign the same to any committee or 
committees called together and appointed for 
that purpose, 

(f) To carry on any business enterprise in 
which I am interested in my lifetime either in- 
dividually or as a co-partner, until proper dis 
position of the same may be made in the opinion 
of my executors and trustees; or else to enter 
into an incorporation of the same and accept 
corporate stock in lieu of my individual interest 
at such valuation or valuations, or to sell out 
my said business or any interest that I may 
have therein at such price or prices, as in the 
judgment of my said executor and trustee, seem 
fair and adequate. 

(g) To make such contribution and to pay 
such assessments, upon any assets of my es- 
tate that it is called upon to meet as in its 
judgment it deems wise and expedient. 

(h) To pay all expenses incurred in the 
administration, conservation or protection of 
my estate out of the principal account respec- 
tively affected, including accounting, whether 
final or otherwise excepting only commissions 
for the collection of income, costs of ordinary 
repairs to property to maintain it in good con- 
dition, and term insurance premiums, taxes 
upon improved property (but not upon unim 
proved property or special assessments for im 
provements which shall be charged to principal) 
water rents, electric current, gas and heat 
which excepted items are payable properly out 
of income, unless they were incurred in the 
testator’s lifetime, in which event they will 
be principal payments. 

(i) To replace and rebuild any property de- 
stroyed by fire or other destructive elements 
out of the proceeds of any insurance carried 
for protection against such destruction, and 
such rebuilt property is to be held for the 
account to and in which the destroyed property 
originally belonged before the loss or destruc- 
tion of the same, whether the said insurance 
was effected prior to my death or by my ex- 
ecutor and trustee afterwards. Further, in its 
discretion, to add to and to augment such 
insurance fund out of the principal funds, real 
or personal, respectively affected, and to which 
such destroyed property belongs, should such 
further funds be necessary in the judgment of 
the executor and trustee. 

And further to alter, repair or remodel and 
to rebuild any improved property that may be 
necessary in its judgment for the best interest 
of my estate, or to build upon and improve 
any unimproved property belonging to my es- 
tate out of the principal, real or personal ac- 
count of my estate, respectively affected by such 
improvements. In the absence of sufficient ex- 
tra funds needed in such instances to borrow 
the required sums upon bond and mortgage or 


other obligations as above set forth, and to 
renew such loans and obligations as may be 
necessa from time to time. 

Gj) pon the raising of the question as to 
whether an item of charge or discharge be 
principal or income, or whether it be real or 
personal estate, the decision of my said executor 
and trustee upon such point shall be final. 

(k) To do everything and all things that it 
deems best in the interest or for the conser- 
vation, protection and betterment of my estate, 
as fully and completely as I might do personally 
were I alive to do so and to act for myself. 

() All wers and authorities herein given 
and gumted 20 my original executors and trus- 
tees, whether discretionary or otherwise, will 
rest in their successors, substitutes or survivors 
in their said offices. 

(m) I hereby absolve my said executor and 
trustees from any liability to my estate, or to 
the beneficiaries Lcounder for any loss to my 
said estate, caused by any and all of its honest 
mistakes in judgment upon its performing any 
and all of its powers and duties hereinbefore 
enumerated and conferred. 


MERRITT DRILLING DEEP 
SAND IN BIG MUDDY FIELD 
(Continued from page 333) 


pany decided to increase its authorized 
capitalization from $6,000,000 to $10,000,- 
000 and to offer 240,000 additional shares 
of stock at $25 a share, thus increasing 
the outstanding stock issue from $5,400,- 
000 to $7,800,000. It was announced that 
the proceeds of this additional issue of 
stock would be used to cover part of the 
expenses of the aggressive drilling cam- 
paign which the company had been carry 
ing on in order to prove up all its prop- 
erties and partly to provide for payments 
on additional leases acquired. The Mid- 
west Refining Company agreed to take up 
at $25 a share all stock not subscribed 
for by the stockholders and it is under- 
stood that this gave the Midwest Refining 
Company ownership of more than half of 
Merritt Oil Corporation’s outstanding 
stock. 

There have been various rumors regard- 
ing Midwest’s control of this company, 
many of the rumors being used to the ad- 
vantage of Midwest Refining Company 
and to the disadvantage of Merritt Oil 
Corporation. It has been suggested for 
example that the Midwest Company may 
have acquired title to the Merritt Com- 
pany’s production at prices below the 
posted market quotation. However, in 
the recent report to the stockholders, 
President Clay stated that the Merritt 
Company is receiving $2.75 per barrel 
which is the posted price of Big Muddy 
and this should dispose of such rumors. 

As a matter of fact, Merritt’s close re- 
lationship to the Midwest Company has 
been beneficial to the company in that it 
has assured Merritt of a ready market 
for its product. The Big Muddy Field is 
located only 18 miles from the Midwest’s 
big refinery at Casper, Wyoming. 

After almost four years of operations 
it is possible to analyze Merritt Oil's posi- 
tion much more accurately than that of 
some of the newer flotations. The com- 
pany’s drilling operations have resulted in 
proving up the 3,500 acre tract on which 
there is a production today of around 
4,000 barrels, this being a settled produc- 
tion which is expected to be increased 
shortly as the result of the present pro- 
gram of cleaning out the wells. On this 
basis the stock seems worth more than its 
present selling price, while the prospects 
for finding oil in the lower sands give the 
shares substantial speculative possibilities. 
—vol. 24, p. 574. 
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Uses and Advantages of “Term 
Insurance” 


Many Persons Unnecessarily Ignorant of the Values of This 
Form of Policy—Its Protection to Owners of 
Mortgaged Property 
By RAYMOND C. ELLIS, Home Life Insurance Co. = 


) ed why the words “Term Insurance” 
should puzzle so many individuals, 
even including those who have carried 
life insurance for a number of years, is 
hard to understand, for as a matter of 
fact term insurance is the simplest policy 
written today. . 

Term insurance is pure insurance. It 
has no cash or surrender values, no paid- 
up insurance, and no extended insurance. 
It is temporary in its very nature and 
has the lowest premium of any contract. 
Like all other forms of policies, it has 
a particular service to render, a particular 
need to supply. Where properly applied 
it renders that service and supplies that 
need in a most strikingly effective way; 
where improperly applied it is a gross 
misfit. 

Term policies are not “compromise” 
or “flexible” policies, 
tions and contain no frills. They are 
designed to do one thing—to give the 
maximum volume of life insurance pro- 
tection at the lowest possible premium 
for a term of years. 

Every day our newspapers print lists 
of mortgage foreclosures and most people 
pass them by with hardly a glance, mak- 
ing no effort to determine their cause. 
As a matter of fact, many of these fore- 
closures are the direct result of the failure 
of property owners to protect them- 
selves even though protection would be 
easily available if they were willing to 
give the matter sufficient thought. Here 
is a case in point: 

About five years ago, in those fair days 
when houses were plentiful and rents 
low, a certain young man left the state 
of single blessedness and entered into 
the state of matrimony. A few years 
later, under the spur of rapidly rising 
rents and the lures of suburban life, 
he decided to buy a home, and, like most 
young men who purchase their own 
home, he was only able to pay a few 
thousand down and had to take a $6,000 
mortgage. Of course, he insured his 
home against fire, and his household goods 
against both fire and theft. But there 
was one thing he did not insure, and 
that was the payment of the mortgage 
in the event of his death before it was 
paid off. He left that for his wife and 
family. 

If this young man’s house had burned, 
he would have been protected; if he had 
lived ten years he would have had the 
mortgage cleared. But he didn’t live ten 
years. He died with $5,000 still unpaid. 
He carried no life insurance. His wife 
couldn’t carry the unpaid mortgage. The 
mortgagees foreclosed. There was a 
forced sale, and the house brought less 
than it would have under other circum- 
stances. 

That young man could have carried 
$6,000 worth of life insurance on the 
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They have no op-' 


Ten Year Term Plan for a net premium 
of about $60 a year. It would have saved 
his home for his wife and family. It 
would have been worth $60 a year. 


Many Other Uses for Term Insurance 

The case illustrates the value of term 
insurance and the great service it could 
render if more people understood it. 
There are a large number of persons 
who for various reasons desire to pro- 
tect their families or business interests 
during a limited period of five, ten, fifteen 
or even twenty years at the lowest possi- 
ble cost. It is for this reason that term 
policies are written for these definite 
terms of years. During that time the 
insured is protected for the face of the 
policy. At the end of the term of years 
the policy automatically stops, unless the 
insured wishes to convert it into a ‘per- 
manent type. This presents one of the 
principal differences between term insur- 
ance and the other policies, such as Or- 
dinary Life and 20-Payment. The former 
is temporary and the latter permanent 
(unless cancelled by the insured). The 
premium charged for the term policy is 


just sufficient to offset the death rate 


for the time the policy is in force. For 
illustration : 

A man about thirty years of age bor- 
rows $5,000 and gives his personal note 
for five years. At the end of five years 
he will return the money and the obli- 
gation will be extinguished. But realiz- 
ing that he might not live five years to 
repay the money, and desiring to protect 
both his family and the one who has 
Icaned him the funds, he applies for a 
$5,000 Five Year Term Policy. His net 
premium will be about $50 a year. At 
the end of five years, assuming that he 
lives that long, he will have paid the 
company $250, or at the rate of approxi- 
mately $10 per year per $1,000. Had 
he died at any time during that five years, 
$5,000 would have been paid the bene- 
ficiary. It would have cancelled the 
note. Of course, the insured gets back 
none of the $250 deposited, as the $250 
has been just sufficient to pay the death 
claims of those who took insurance when 
he did, and who did not survive. In 
other words, out of a certain number of 
men at a certain age, a number will die 
during five years. The premiums of the 
group on a term policy are just large 
enough to meet the losses. 

Term Policies Easily Converted 

There is one very important feature of 
term policies which make them especially 
attractive—they can be converted, without 
a new medical examination, into any 
one of the higher premium, permanent 
kinds of life insurance policies. Usually 


-they are converted at the end of their 


term, such as at the end of five or ten 
years, as the case may be, but they may 


be converted at some intermediate period, 
such as at the end of one year, or three 
years. It is also important to bear in 
mind that there are two ways of con- 
verting term policies. One method, per- 
haps the most usual because it is the 
easiest, is called “At the Attained Age.” 
The other method is called “At the 
Original Age.” 

Assuming..the insured to be twenty- 
five when he secures his Five Year Term 
Policy, and that, when thirty, he desires 
to convert it into 20-Payment Life “At 
the Attained Age,” all that it would be 
necessary for him to do would be to 
notify the company of his wishes, and, 
without any medical examination what- 
ever, they would give him a policy on 
the 20-Payment Life Plan at age thirty, 
cr the age at which he converts. If, how- 
ever, he desired to convert the policy 
into 20-Payment Life “At the Original 
Age,” it would be necessary for him to 
pay the company the difference, with in- 
terest, between what he had deposited 
on the Term Policy during the past five 
years and what he would have deposited 
had he in the first instance taken the 
20-Pdyment Life. The premium, how- 
ever, that he would be charged on the 
20-Payment Life Policy would be cal- 
culated as of age twenty-five, or his ori- 
ginal age when he applied for the term 
policy. He would, of course, be given 
credit for having made five years’ de- 
posits, and would therefore have only 
fifteen years remaining. He would have 
a paid-up policy, or one that could be 
surrendered for its cash value and treated 
as a savings fund, at age forty-five. 

It is evident that the second method 
has distinct advantages over the first, in 
that the insured not only gets credit for 
all of the premiums deposited on the 
Term Policy, but he gets advantage of 
a much lower premium (that as of age 
twenty-five as against that as of age 
thirty); in addition, his premiums are 
over at age forty-five, while by the 
first method they would continue for 
twenty years from the time the policy 
was converted, or until age fifty. 

It is clearly evident that where pure 
protection is needed for a limited num- 
ber of years Term Insurance is splen- 
didly adapted. It can be used to dis- 
tinct advantage by a young firm or cor- 
poration that needs to insure the lives 
of the heads upon whom it depends, by 
people with outstanding obligations 
which they expect to clear up in a cer- 
tain number of years, to cover mort- 
gages, notes, or loans. Briefly, Term 
Policies may be used to protect any kind 
of a temporary obligation, and, should 
the obligation or need become permanent, 
they can be converted into one of the 
permanent forms of life insurance, 
without medical examination, and by 
whatever method is preferable to the in- 
sured. 

If more people carried term insurance, 
just as they carry fire insurance, there 
would be fewer mortgage foreclosures, 
fewer unpaid notes and obligations, and 
fewer depleted estates. But it must be 
remembered, that where the obligation 
or responsibility is permanent, term in- 
surance should never be considered. It 
is only for temporary needs. 
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HE GETS KICKS GOING AND COMING 


A brother editor blew into our office 
the other day and asked what we were 
doing. We said we were writing an 
article telling what we knew about the 
stock market. He replied that wouldn’t 
take long and he would wait, and where 
was the box of stogies? 

We passed him the box of Quick-De- 
parture-Stimulators, but he was wise and 
demanded the other box, so we had to in- 
vade our Private Stock. Then, of course, 
he began to tell his troubles, just as 
though we didn’t have enough of our own. 

He received a contribution, he said, 
which he thought was good but too long, 
so he cut it down one-half and printed it. 
Result: The author threatened to sue 
him for cutting out half of it, and the own- 
er of the paper threatened to fire him 
for ‘ting the other half. 

We he ought to know that it 
never pays w ‘‘o things by halves. So 
having accomplished his purpose of get- 
ting our good cigar, he blew out again. 

* * * 


BARELY LUSTROUS NOW 


Willie—Is it right to say “As bright as 
a dollar,” dad? 

Crabshaw—It used to be, but if a dollar 
was really bright it would never have 
allowed itself to get worth only fifty 
cents. 

* * * 


SHOULD CARRY A BLACKJACK 


An “investment banking house” adver- 
tises for a sales executive, as follows: 
“Man familiar with one call system and 
high pressure methods desired. Should 
have strong personality and striking ap- 
pearance.” 

We can recommend the man who held 
up our business manager out in Jackson 
Heights the other night. 


OUR CUE 


Formerly, Capital went too far; that 
didn’t bother us much. 

Now labor is going too far.—That irri- 
tates us a little. 

But when the Middle Classes finally 
start operating—Then is when we're going 
to get up and yell ourselves hoarse. 
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—From Cleveland Plain Dealer. 


WHILE THE WEEDS ARE GROWING 





THE ONLY GOOD EXCUSE 
Silly: Who should sell Liberty bonds? 
Surly: Well, what’s the answer? 
Silly: The guys that have to raise ali- 


mony. 
* * * 


APPARENTLY 
The Lamb—I’ve a tip on one of the 
aeroplane stocks. 
Facetious Friend—That seems just the 
thing to take a flyer in. 


AMONG THE ANIMALS 


SCHEMING 
Mrs. Crabshaw—Uncle Si says he'll 
leave us his Connecticut farm if we will 
pay the interest on the mortgage. 
Crabshaw—Hold him off until I see if 
there’s a chance to lease it to somebody to 


drill for oil. 
. * * 


METHODS 

Crawford—There’s plenty of oil in 
Mexico. 

Crabshaw—Yes, but instead’ of throw- 
ing it on the troubled waters they set 
matches to it. 

* * * 

The man-higher-up always seems to be 

getting in on the ground floor. 
. * * 

WASHINGTON NEEDS A FEW LIKE 
THIS 

A certain conscientious stock salesman 
prides himself on his diplomacy. It is his 
boast that, while never putting his clients 
into an undesirable promotion, he has 
at the same time never openly condemned 
a stock proposition. 

Recently a certain issue was brought 
to his attention by a friend determined to 
make the salesman for once speak out. 
His written reply was as follows: 

Dear Harry: 

Regarding the investment features of 
the stock you inquired about, I would 
say that the issue is very active on the 
Boston Curb. 

Sincerely yours, 
Mac. 
* * - 


HIGHLY SPECULATIVE 


Banker—Your security is all right, but 
what do you want to use this money for? 

Hi Security—I am going to be married. 

Banker—Sorry to refuse you but the 
Federal Reserve Board frowns upon loans 
for purely speculative purposes. 
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MORAL: DON’T LIVE TO BE TOO OLD 





Trade Tendencies 
Prospects of Leading Industries as Seen by Our Trade Observer 


Railroads 


Traffic Congestion Continues 
HE feature of the railroad situation 
that strikes nearest home to the aver- 
age citizen is its effect in holding up ship- 
ments through traffic congestion. The 
basic industries, like coal and steel, have 
been hard hit on the production side, in 
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spite of Commission orders issued from 
time to time governing the movements of 
freight cars. Recently the situation has 
become slightly worse as a result of the 
renewal of sporadic strikes and irregular 
“vacations,” particularly in some of the 
Eastern roads. 

The wage hearings now- about to be 
concluded are really the key to the situa- 
tion. Under pressure from the Adminis- 
tration, the Railway Labor Board has 
promised to give a final decision by July 
20, increases granted to be retroactive to 
May 1. It is understood that instead of 
a flat increase all around, the award will 
be in the form of an increase by various 
percentages according to classification, 
with the probability that the employees 
lowest paid at present will receive pro- 
portionately higher increases than the 
better paid men. 

It has been estimated that the demands 
of the railroad men amount to an annual 
increase of $1,100,000,000, or more than 
the additional revenue asked for by the 
railroads to enable them to reach a satis- 
factory financial footing. In other words, 
with the new wage conditions about to be 
established, the roads will need additional 
income of about $2,000,000,000 a year. It 
must be rembered, of course, that both 
the workers and the railroads have prob- 
ably pitched their demands too high, so 
as to be able to scale down something for 
the sake of compromise. 


Rate Increases in Sight 
As we write, the hearings before the In- 
terstate Commerce Commission on the 
proposed rate increase are about to end. 
Important developments that have been 
brought out are the tentative valuations 
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of a number of roads, the willingness of a 
large group of shippers to stand for high- 
er freight rates, and the dissent of certain 
other producing interests. It is charged 
that taken by and large, book values are 
too high to base rates on, that they include 
items such as government grants of land, 
earnings re-invested in‘ property, and fail 
to include depreciation, and on the operat- 
ing side the increased volume of business 
and the expected improvement in labor 
efficiency have not been taken into ac- 
count. For this reason an increase of 
some 12%%, rather than the 191%4% sug- 
gested by the railroads, is recommended 
by these shippers. 

In any case, the rate decision -will prob- 





THIS IS IMPORTANT 


In order to make this department as 

ae! as A to you, The Maga- 
Street invites suggestions 

<4 , 5... you think it can be improved. 
We are trying to make this department 
of value to two kinds of men: the in- 
vestor, who wants to know something 
of the underlying conditions of the in- 
dustry in which he is investing, and 
the business man, who a a complete 
and concise su 
his own and allied Lawctee. 


aged 

now the situation in the motor 
Sab ae in oil, in steel, and 
the like. 

A questionnaire to our readers some 
time ago showed that this department 
was second only to “The Outlook” in 
general interest. We are therefore 
asking you who are interested to tell 
us, for instance, whether you think we 
ought to cover more ties, _— 
ing smaller space to each, or 

them more space; or hates 

we ought to give the whole department 

more space; or whether we ought to 

cover certain industries more pu: 
such as silk, or seen, or essen al oi! 

Y - & we 

to export 

istry; whether we 

statistical tables 


shall appreciate deeply any sug- 
gestions you may have to offer, as our 
sole purpose is to be of service to you. 











ably be affected by the wage decision, so 
that it is likely to come a week or more 
after the latter is rendered. Moreover, 
on a number of Eastern roads freight rate 
increases will involve a decrease of traffic 
because of motor truck competition, while 
a large proportion of passenger traffic 
will not be yielding its proportionate 
share of revenue, It is likely, therefore, 
that a movement for passenger rate in- 
creases may be started after the announce- 
ment of freight advances. 

Until these two decisions are handed 
down, of course, the position of the rail- 
roads remains highly problematical. The 
operating reports of the roads since their 
return to private management for the 
most part give little food for optimism, 
with a few exceptions. It will probably 


be two or three months at least béfore 
the materials will be available for any 
intelligent valuation and comparison of 
railroad securities. 


Steel 


Little Transportation Relief 

Traffic conditions continue to be the 
outstanding feature of the steel industry, 
and only slight improvement can be re- 
ported in this field. A very few large 
companies are able to ship as much as 
they produce, but for the most part piling 
up of stocks has reached embarrassing 
dimensions and the only way to avoid 
adding to them has been to cut down pro- 
duction. 

A certain softening of the market for 
steel products has been observable of late, 
particularly in lines like sheets and plates. 
Lessening of the Far Eastern demand, 
and slowing up of automobile and ship- 
building buying, have caused this condi- 
tion. Price recessions hav. veen insignifi- 
cant, however, and it is doubtful if they 
can be expected for some time because 
of the continued firmness of the primary 
materials, pig iron and coke. 

The recent priority orders, in so far as 
they improve the movement of coal, will 
be of decided advantage to steelmakers. 


STEEL 


U.S. STEEL 
CRUCIBLE 
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but no diminution of activity in pig iron 
or coke is noticeable on this account. 
Some transactions in the last few days 
have even shown a hardening tendency in 
prices. 

Certain lines of steel manufature are in 
particularly strong position, because of 
special conditions. The shortage of oil, 
for instance, leading to keen demand for 
new production, has caused the market for 
tubing to be cleaned out, and prices of 
the steel product have been moving up- 


(Continued on page 345) 
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Mr. Wyckoff Answers Some Questions 
About His New Analytical Staff 


Report of a Conversation with a Prospective Associate Member 


Question : 
I have been much interested mm reading your announcement of the organization 


of the Richard D. Wyckoff Analytical Staff, and would like to ask some questions 
about the detailed, workings of your plan. First, I wish to ask why you evidently 
consider the investment of funds an engineermg problem instead of, as it always has 
been, a matter to be decided according to the state of business, condition of the crops, 


money market, and other well known factors? 


Answer: 


All the factors which you have mentioned are taken into consideration when 
opinions are formed by the Executive Committee of our Staff, but not just in the 
will demonstrate to 


way that Wall Street has heretofore considered them, this 


you later. 


primarily because when you lay a foundation you must employ engineers. It has 
been Wall Street’s practice to work from the top down, but I propose to work 
Thousands of times every day you hear it said in Wall Street, 


from the bottom up. 
“TI think General Motors (or some other security) is a good 
purchase.” What is back of this opinion? Very often it 
has no more basis than an impression of the speaker or the 
opinion of some other person passed along, or a. rapid run 


through a few statistical files. 


Q. In what way will your method of reaching a decision 
differ from this? 

A. First of all, I shall employ engineers to do research 
work and to investigate both industries and properties because 
they have been trained in the scientific handling of such prob- 
lems. Wall Street men have not. Very few men associated 
with banking and brokerage houses have had this training 
and applied it to the problem of investment selection. The 
Wall Street man is apt to say, “The motor business is good, 
therefore buy General Motors.” . But the engineers connected 
with our Staff will begin at the point where they will study, 
first, the industry as a whole (its past record especially) then 
its present condition; but—most important—what the indica- 
tions are for the future. How many men in Wall Street are 
equipped to do this in an exhaustive way? That is why I 
pgopose to bring into Wall Street those who are thus qualified. 


Q. What will be your next step? 
A. An investigation of a certain industry is only one step in 
my plan. All industries represented by securities listed on the 


New York Stock Exchange will be exhaustively examined— 
not as rapidly as ¢an be done, but as thoroughly. It will 
then be another engineering problem to select those industries 
which show the greatest stability in earning power, and the 
most persistent growth and development. It is just like 
choosing a line’ of business: you would not select one that 
had too many ups and downs, but. one that made steady 
progress. In that case, the growth of the industry would carry 
you along through bad spots and lead to your ultimate success. 


Q. But is it not likely that conditions in some of these 
industries which now look good may change? 

A. It is likely, but we will, by deep and accurate analysis, 
be able to anticipate these changes, a certain number of which 
are so closely related to conditions in the security markets, 
that it might be said our judgment will rest on a double 
foundation—industrial and technical. 

Q. How does -your method differ from those who confine 


themselves to fundamental statistics? 
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I regard the selection of investment meditms as an engineering problem 








A. The true fundamentalist is interested mainly in 
and booms. He wants to buy and sell every few years. This 
is all right in theory, but although I have been searching many 
years@for those who have made large money tl 
I have yet to find the man or men well satisfied with the 
sults. And I have discussed the matter with thousands of 
them. Their chief objection appears to be that one who waits 
for booms and panics loses a great many of the profitable 
movements up and down which occur in between the extremes, 
and they are dissatisfied because they feel that they should be 
getting the benefit of these intermediate swings. You can see 
from my replies to your previous questions that our method 
differs greatly from those who merely attempt to judge tops 
and bottom either by algebraic calculations or by reasoning 
out the future from current (known) conditions. But more 


than ever do we differ when you consider our method of de- 


ciding when to buy and sell. 


Q. How is this done? 

A. Our judgment as to the time to buy and sell will be 
based not only on a study of the industries which make up the 
American industrial fabric, but upon the even more important 
factor known as the technical position of (1) the security mar- 
ket as a whole, (2) the various groups of securities, (3) 
Without 


a knowledge of this subject, which is the keystone of any 


the individual stocks or bonds under consideration. 


arch which protects the investor, I would never have under- 
taken the organization of this Staff. And unless these two 
great factors of industrial and technical conditions are properly 
co-ordinated, my method would be no more effective than the 
many attempts which others have made to solve this problem 
for the American investor, “i 


Q. Why do you lay so much stress on the technical posi- 
tion? 

A. Because while I have spent nearly a third of a century 
in Wall Street, it took me twenty years to find out the true 
principle which governs stock market fluctuations and that 
crops, money, earnings, etc., were merely some of the many 
influences that led investors and speculators to buy and sell, 
It was these variations in the volume, or the intensity of the 
buying and selling orders that made the fluctuations; therefore, 
the best foundation for accurate market judgment proved to 
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Tbe a knowledge and a continuous study of the technical posi- 
‘tion which, in plain language is the Supply and Demand. This 
‘is the real fundamental. Others so called, are not fundamentals 
ibut merely contributory factors. 


Q. Then do I understand correctly that your decisions are 
wmade in the following order: (1) In which industry? (2) 
An which security of that industry? (3) When the purchase 
should be made? 

A. You have a partial list. We go further by deciding not 
only the above points, but when to sell after the securities are 
bought. We watch those issues which we have selected, and 
the industries which they represent, in order to observe whether 
they are keeping up to our requirements. We also watch the 
‘other industries that have not come up to our standard, in 
order to observe when they do, if that should happen. In all 
lines there is a constant shifting toward better or worse condi- 
tions, and it is our business to pay close attention to develop- 
ments which might bring a new field of industry into the lime- 
light with its accompanying investment opportunities. Re- 
member that the automobile industry is a development: of only 
recent years. Not long ago the oil business was largely cen- 
tered in a few hands. There have been great money-making 
opportunities in these two lines, but other industries will come 
to the front places as the country continues to increase in 
population and industrial breadth and activity. 


Q. You refer to a proper distribution of risk. What pro- 
vision have you made for this? 

A. We will make a division of our risk by limiti@g the 
amount to be invested in any one security, always keeping a 
certain amount available for purchasing at times which we 
judge to be opportune. The decision to operate thus has been 
arrived at after studying and, as scientists would say, isolating 
one of the great causes of loss in the investment field. I refer 
to the tendency of investors, operating. on their own judgment, 
to spread their commitments irregularly over a large number 
of issues, the amount of some being five or ten times larger than 
others. It is just as unscientific to do this as it would be for 
a merchant to greatly overload on a few lines of goods and 
under-supply some others. The security market being more 
subject to change than any other, because it is influenced by 
world conditions, it is likely that these inordinately large com- 
mitments may be the ones which will show the greatest shrink- 
age in an adverse period. In fact, our study of the methods 
employed by many thousands of investors has led us to be- 
lieve that such is often the case. People who operate on their 
own judgment and without any science or training to guide 
them, seem to be prompted by the same psychology that leads 
them astray in so many different fields. 


Q. Such a plan would call for a considerable amount of 
working capital in order to operate to advantage under advice 
from your Analytical Staff. 

A. I should say that $10,000 would be a minimum amount 
that would justify a person in becoming an Associate Member 
of our Staff, and paying a quarterly fee of $250, or $1,000 per 


annum. Many of our members will employ much larger sums 
than this, but a certain proportion of working capital to annual 
fee should be maintained. 1 believe, however, that many an ac- 
count of even $5,000 would be in a better position at the end 
of a year, after paying for membership, than it would be if 
operated on the judgment of one who is not trained in the busi- 
ness. I do not mean, however, that we advocate a $5,000 work- 
ing capital. The larger it is the greater the need for protec- 
tion and guidance. 


Q. Will not your Associate Members who live at distant 
points be under somewhat of a handicap? : 

A. Not at all, Advices which require action will, if urgent, 
be sent by telegraph (collect), thus placing a distant member 
on the same basis of time as those who can be reached promptly 
by mail. As we are not desirous of trading actively, but aim 
to make our capital grow steadily, our principal commitments 
will be made at such intervals that no nervous tension or con- 
stant watching of the market will be necessary, so far as our 
principal operations are concerned. But for those who wish 
to trade. more or less frequently we will have a special wire 
service which will keep them posted on the technical position 
of such stocks as they, as Associate Members, may select. Our 
Investment Letter will also be supplied to Associate Mem- 
bers without additional charge, and this will keep them posted 
as to the trend of security prices, and the changes in the tech- 
nical position of the various groups. 


Q. How often will your advices be issued to Associate 
Members? 

A. As frequently as we have definite advices to transmit. 
There will be no regular date of issue, but ouf investigations 
will proceed simultaneously in the various fields and the de- 
cisions which result will be transmitted to members in such 
a way that they can observe the progress of the work. As soon 
as positive conclusions and advices are to be given, these will 
be forwarded promptly. 


Q. You have spoken of “marking down the cost”: How 
will ihis be done? 

A. According to a certain method which for many years 
has been employed by many of the largest operators and the 
greatest financiers in the Street. This method I have adapted 
to the requirements of the Associate Members of the Richard 
D. Wyckoff Analytical Staff, and I believe that the results will 
in the long run greatly exceed those obtainable by use of 
ordinary buying and selling methods, What is more important, 
this plan will promote mental and financial comfort. It will do 
away with the close watching of the security market; it will 
enable Associate Members to attend to their own business 
affairs without being concerned about their holdings. The 
method involves a marking-down of the cost by applying profits 
on a part of the line. I cannot explain it here in detail, but 
it is the nearest thing to amortization (paying back the cost) 
that has been evolved for the benefit of that part of the Amer- 
ican investing public which will be represented by the Associate 
Members of our Analytical Staff. 
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TRADE TENDENCIES 
(Continued from page 342) 


ward in consequence. Nails and wire 
products have been in scanty supply for 
some months, and of late tin plate has 
been exceedingly short, even to the point 
of interfering with the canning industry. 

Congestion of orders is not so marked 
now as it was some weeks ago, and there 
is little rush buying or competitive bid- 
ding up of spot deliveries at premiums. 
Fairly early shipments are in sight in 
practically all lines, and buying has un- 
deniably lost a good deal of its snap in 
most lines. Production is running at 
about 85% of capacity, more or less, for 
the industry taken by and large. 

The Labor Outlook 

Prospects for a peaceful settlement of 
the demands of Amalgamated Associa- 
tion of Iron, Steel & Tin Workers for a 
flat 20% increase are bright. Conferences 
are now being held, at which the manu- 
facturers are expressing unwillingness to 
meet the full demands of the workers be- 
cause of the condition of the industry and 
because wages are alleged to be high 
enough already. 

The workers have agreed to stay at 
work, however, pending the settlement of 
the controversy. The Steel Corporation, 
of course, being run on an open shop 
basis, is not affected by the demands of 
the Amalgamated. 

Export demand for steel products re- 
mains at a high level, but little has been 
shipped because of the practical embargo 
on a number of export harbors caused 
by the regulations of some railroads and 
by port congestion. Foreign competition, 
particularly from Europe, is beginning to 
be felt in certain quarters, and should 
become an increasingly important factor 
as industrial improvement progresses. 

Transportation, however, bids fair to be 
the main concern of steelmakers and con- 
sumers for some time. With the breakup 
of the present jam, steel production will 
be increased and lower prices in all prob- 
ability will begin in certain lines. In a 
few months, if transportation improves 
materially, the steel industry should have 
begun to pass the peak of its prosperity 
and an era of competition for orders be- 


gin again. ———— 
Coal 
Effects of the Export Movement 

The recent temporary embargo placed 
on the exportation of coal by the Inter- 
state Commerce Commission has brought 
to a head one of the most complicated 
parts of the whole coal situation in this 
country. Just previous to the embargo 
coal exports had been increasing at a rate 
that actually threatened the coal supplies 
of the country for the coming winter. The 
recent British order limiting exports to 
one-fourth of the total production gave 
American exporters their chance, and in 
spite of the handicaps of high exchange 
rates, transatlantic freight charges and 
insurance difficulties, this country was 
rapidly supplanting England as the source 
of coal supply for many countries, such 
as Italy, which had hitherto bought: from 
the United Kingdom. 

The effects of this situation have been 
far-reaching. In the first place, it cannot 
be doubted that it added to the trans- 
portation difficulties of the country as a 
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whole, and more particularly of the coal 
industry, to have this enormous volume 
of traffic created. In the long run, there- 
fore, it was one of the factors cutting 
down coal production through the short- 
age of cars. It cut down the available 
supplies for the West and for New Eng- 
land, particularly, the shortage for the 
country as a whole being estimated at 
2,500,000 tons a week. It is also undoubted 
that the large export demand has been 
one of the factors in maintaining a high 
price for coal, as was shown by the drop 
of $2 to $3 a ton in coals particularly 
suitable for export on the announcement 
of the Commission’s order. 

On the other hand, it can be pointed 
out that a large coal export trade is a 
highly desirable thing from the viewpoint 
of foreign trade. In the case of countries 
from which we import a great deal and 
to which we export little, if we do not 
send them coal, ships have to go out in 
ballast, thus doubling transportation costs 
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on the return cargo, and indirectly keep- 
ing up the high cost of living by keeping 
up the price of foreign products whose 
competition might otherwise force prices 
down. 

The embargo is only a temporagy one, 
of course, but there is no telling when it 
will be lifted. Such action will doubtless 
wait for an improvement in the traffic 
situation at large. It originally took the 
form of a priority order giving coastwise 
coal traffic priority on railroad lines over 
overseas shipments, but more stringent 
regulations, in some cases originated by 
the railroads, were found necessary, at 
least for North Atlantic ports. 


Production Fairly High 

The important role of the export trade 
in the coal industry is brought out by ‘the 
fact that, contrary to the belief of many, 
coal production has not fallen down to 
any great extent. It is still well above 
the 1919 figures, in spite of a decline the 
last week, and not very far behind 1917, 
though much below 1918, when war-time 
needs forced up production. The sub- 
traction from available demands has come 
through the export bung-hole rather than 
at the head. 

Production is still being interfered with 
by car shortage, though this factor has 


shown a certain improvement of late. 
Labor difficulties and the lack of market, 
the two other important causes of pro- 
duction loss, have been of very little sig- 
nificance in recent weeks, 

In the anthracite industry, production 
has also shown a slight decrease, but for 
the most part has been well maintained. 
In view of the fact that negotiations have 
been pending for a new wage scale and 
changed working conditions since the end 
of March, the labor situation has been 
remarkably good. The chief labor de- 
mands are for an equalization of wages 
te meet the advance of bituminous work- 
ers, a minimum wage of six dollars a day 
with a graduated scale for better workers, 
and recognition of the United Mine 
Workers of America. 

Hearings are still going on before the 
anthracite coal commission appointed by 
the President. Recent developments are 
a clear statement of the workers’ demands 
and charges of profiteering made against 
the operators, who object to the intro- 
duction of evidence extraneous to the set- 
tling of a wage-scale and allied demands. 
In the meantime, the market for hard 
coal continues strong, on small spot sup- 
plies, transportation difficulties and antici- 
pation of higher prices following a wage 
increase. 

This should be a profitable year for 
most coal companies, as they can find a 
ready market for all their production and 
Government restrictions on prices have 
been removed. With the lifting of the ex- 
port embargo and the opening up of the 
starving European demand, still better 
conditions from the point of view of the 
operators should obtain. 


Oil 
Strong Position of Industry 
With increasing consumption and the 
failure of production to increase in any- 
where near the same ratio, and stocks 
on hand declining, the statistical position 
of the oil industry is indeed strong. The 


only possible exception in the whole 
range of finished products is perhaps 
kerosene, in which the export demand 
has fallen down while stocks on hand 
have accumulated to the point where two 
small price concessions in the last month 
have been necessary to stimulate export 
buying. 

Gasoline for the most part continues im 
keen demand and short supply, except 
in the Middle West, where recently gaso- 
line buying has taken a slump while 
stocks available have piled up, so that a 
recession of one cent a gallon was made. 
Inability of the refining companies to 
finance their holdings of refined oil prod- 
ucts is another reason for the anxiety to 
dispose of their output as fast as possible. 

Elsewhere, however, the demand has 
been strong enough, especially in the 
South and the far West, to sustain price 
increases in gasoline. California, as a 
State, is now consuming more petroleum 
products than it produces, although it 
turns out a good portion of the crude oil 
of the United States. 

Lubricating oil is in very scant supply, 
and the outlook is that price advances 
may be expected in this line. The er~ rt 
demand is particularly active, the more ‘so 
as shipments of American machinery to 


345 














An 
Absolute 
First Mortgage 


at twenty-five cents 
on the dollar secures 
the serial bonds of 
the Utah — Idaho 
Sugar Company. 


Mortgage contains 
clause _ obligating 
Company to keep 
current assets equal 
to all indebtedness 
including outstand- 
thereby  in- 
creasing protection 
to bondholders. 


bonds 


We offer maturities 
from 1921 to 1930 to 
yield about 734%. 


Send for Circular M-1l. 








Robert C. Mayer & Co. 


Investment Bankers 


Equitable Bide. 
New York 


Tel. Rector 6770. 

















foreign countries furnish an increased 
source of demand for lubricants. 

The lack of response to Navy and 
Shipping Board bids for fuel oil, measures 
the strength of the market in this line, 
whose position now is in complete con- 
trast to that of last summer, when stocks 
left over from the war threatened to 
keep the fuel oil market dull for a long 
time and the Mexican producers were 
feared. 

Large new production is reported from 
the Mexican fields, now that political 
conditions there have quieted down some- 
what and American companies are again 
free to drill. Wells of as high as 100,000 
barrels a day, initial production, have 
been reported. 

The excess of consumption over pro- 
duction in the United States bids fair to 
become a serious problem shortly. It has 
recently been brought to the forefront 
by the action of the artificial gas concerns, 
which complain that they cannot get 
enough gas oil under existing conditions 
to maintain their production of gas. 
Higher rates for gas companies are per- 
mitting them to bid higher for the gas 
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oil in competition with gasoline refiners, 
but the suggestion is being made with in- 
creasing insistence that the consumption 
of oil products for non-essential purposes 
be cut down by Government action. 

Another suggested alternative is a 
change in the design of automotive en- 
gines to enable them to burn still lower 
grades of gasoline than those now cur- 
rent for this purpose. This will be diffi- 
cult to apply to engines already built, 
however. Other fields of use for the gaso- 
line engine are suggested by the recent 
introduction of the motor-driven big 
vessel, using internal-combustion engines. 
This type is an extremely heavy consum- 
er of fuel, burning several tons a day, and 
its more general use will add to the prob- 
lems raised by the present high con- 
sumption. 

Barring the possible discovery of new 
fields of undreamed-of oil wealth, the 
position of the oil industry seems to 
pgomise a sustained period of high pros- 
perity, particularly when conditions in the 
steel industry and transportation allow 
the shipment of drilling materials to 
points where they are needed. 


Rubber 


Further Declines in Price of Crude 

Recent declines in the rubber market 
have long been expected because of the 
weak statistical position of the commod- 
ity. Stocks in the hands of dealers are 
large and consumers are believed to have 
filled the most pressing of their require- 
ments. Production costs per pound have 
been heading downward for years and 
the trend has still ‘to be reversed. The 
accumulation of stocks at New York has 
forced prices down to a point well below 
the prices prevailing at Far Eastern mar- 
kets near the sources of production, in 
spite of the differentials of freight, in- 
surance, interest and the like normally 
prevailing to keep New York prices 
higher. 

Demand continues to be inactive, ex- 
cept from the manufacturers of tires, who 
account for more than half of the con- 
sumption. Even in this field, price re- 
ductions are being daily expected, in spite 
of the current high prices for cotton, 
chemicals and labor which enter into tire 
manufacture as well as the cost of raw 
rubber. Some reductions have already 
taken place, although the demand for tires 
is keeping up well with the continuing 
output of new automobiles and trucks. 

As for the latter, the tendency seems to 
be toward the construction of larger 
pneumatic tires instead of the solid tires 
hitherto used for trucks. It is claimed 
that they add to the operating efficiency 
of the truck and are not so hard on the 
road. The latter question is assuming 
great importance with the increase in 
motor-truck traffic, and there are the be- 
ginnings of restrictive legislation to pre- 
vent the excessive depreciation of roads 
by the heavy trucks. From the angle of 
the rubber market, the use of pneumatics 
instead of solids will probably mean a 
certain reduction in the demand for rub- 
ber from this source, which may, how- 
ever, be compensated for by increased tire 
output. “! 

Export Activity ; 

Export trade in finished rubber goods 
is taking on proportions never known 
hitherto in this country. It is understood 
that English and French manufacturers, 
in their desire to regain their footing in 
the rubber goods export trade, have de- 
nuded their home supplies to a point 
where there is a good deal of importa- 
tion from the United States. Mechanical 
rubber goods and rubberized wearing ap- 
parel, popularized of recent years through 
the cutting-off of other sgurces of supply, 
are in great demand, particularly in Scan- 
dinavian countries. Vulcanized rubber 
goods are also in heavy demand, but 
small supplies prevent the exploitation of 
this business from being as thorough as 
it might be. 

As a result of the large supply and fee- 
ble demand for crude rubber, particularly 
when further price reductions are ex- 
pected, the market for scrap rubber has 
practically died down. Manufacturers pre- 
fer to use virgin rubber unless they can 
get the scrap for extremely low prices, 
and the latter are held back so reclaimers 
assert, by the comparatively high prices 
charged for scrap by the dealers. 

There does not seem to be much out- 
look for price improvement in rubber, 
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although it seems likely that further réduc- 
tions will bring out a larger volume of 
buying and restore some life to the mar- 
ket. Tire manufacturers are experiencing 
a fairly active demand, though it may be 
necessary to stimulate it somewhat later 
on by price reductions. The heavy turn- 
over-of trade, however, together with the 
low price of the most important raw ma- 
terial, assures them of fairly good profits 
for some time to come. 





» Tobacco 
Noteworthy Expansion 

Reports of production figures for the 
current year indicate that the tobacco 
industry is far from having reached the 
limit of its possibilities of growth. The 
first quarter of 1920 shows an increase 
over 1919 of more than 33% in cigarette 
manufacture, 30% in cigars, and signi- 
ficant increase in other lines. 

To a large extent this increase in ac- 
tivity is due to the growth in exports, 
helped by the war which introduced many 
foreigners to American tobacco products 
ior the first time, and behold, they found 
them good. Domestic consumption is on 
the increase, too, even after the wave of 
luxury buying is over. In this connection 
it should be remembered that the industry 
has a certain stability in that it depends 
on a physiological habit which tends to 
spread rather than to die out, and in that 
its products, unlike those of the motor 
industry, for example, are used up as 
fast as they are purchased, leading to 
continuous buying by consumers 

Activity in the primary tobacco mar- 
kets of the South indicates that the in- 
dustry is expecting a good period of pros- 
perity for the near future. Bidding for 
this year’s crop has been quite good, 
though prices show a decline as com- 
pared with those brought last year. 


The Anti-Anti-Tobacco Crusade 

While not taking too seriously the talk 
that certain reformist interests were on 
the verge of promoting an anti-tobacco 
compaign on the lines of the anti-liquor 
campaign, tobacco interests have decided 
net to take chances and have organized 
for a vigorous defense of their interests. 

At a convention of the association rep- 
resenting 90% of the tobacco growers of 
the country, a committee was selected to 
take steps to combat the activities of anti- 
tobacco crusaders who are said to be act- 
ive in a number of districts. A war fund 
is being collected for this purpose. 

In the cigar industry, the labor difficul- 
ties which were such a hindrance to pro- 
duction last year have been overcome, 
and business is said to be doing very well. 
The only obstacle in sight is the shortage 
of cigar boxes which is part of the gen- 
eral shortage of lumber, due to the delay 
in logging in the early part of the year 
caused by unfavorable weather conditions. 

Cigarettes are becoming increasingly 
popular in this country, and France has 
taken very well to the American type 
of cigarette. Americans who have smoked 
French cigarettes need scarcely be told 
why. A large potential market is also ex- 
pected when Russia is reopened to for- 
eign trade. 

The tobacco industry seems to be flour- 
ishing in all its branches, except the 
manufacture of snuff. 
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Cotton 

After some weeks of decline following 
the Government’s highly bullish report, 
which showed a phenomenally low condi- 
tion for the crop, the market became over- 
sold and in good position for a quick, 
sharp rally followed by further recession 
on profit-making. Good weather reports 
have been increasing the confidence of the 
bearish element, and weakness in Euro- 
pean buying is having a sentimental as 
well as direct effect here. The wide mar- 
gin at which other month$ are selling 
below july, however, tends to discourage 
activity in the future months, and con- 
centrate it on July. The worldwide trend 
toward deflation, in the long run, will 
probably work its way into cotton in spite 
of its strong statistical position at present. 
This tendency will be helped particularly 
by developments indicating a larger crop 
than was at first expected. 


Grain 


Increased receipts have weakened the 
technical position of the market, together 
with a slackening of buying interest. 
Rumors of short crops seem to be un- 
founded, wheat in particular looking well. 
Trading in futures may be re-commenced 
shortly in wheat, as this step is being con- 
sidered by the Committee of Sixteen. Ex- 
port demand continues heavy in wheat, 
even coming into competition with do- 
mestic buying from the mills. The crops 
seem to be large enough to prevent any 
runaway market, and transportation is on 
the mend, particularly in the West. Coarse 
grains appear to be in a less favorable 
position than wheat. 


Shipping 

Passage of the Jones shipping law ap- 
pears to have given rise to a good deal of 
dispute as to whether it will favor Ameri- 
can shipping in the long run or not. It 
gives temporary advantages to the Ameri- 
can shipper, but opinion differs as to 
how long these benefits will last. The 
shipping market is fairly dull except for 
export coal, and an embargo has recently 
been placed on that, outside of a certain 
limited amount of bunkerage. Shipbuild- 
ing is very dull at the present time, 
orders on hand being lower than they 
have been for several months. New 
tanker building will probably soon remove 
the shortage of this type of tonnage, which 
has been holding back oil operations in 
many cases. Shipping as a whole will 
probably soon come to grips with serious 
European competition which it has not 
met since the growth of the present 
American merchant marine} and its posi- 
tion at present is a highly uncertain one. 





Public Utilities 


Coal and Oil Shortages 

The public utilities generally are being 
hit hard by the present shortages in both 
coal and oil. The tractions and elec- 
tric power concerns for the most part are 
affected by the former, while the arti- 
ficial gas manufacturers suffer from the 
latter. In New York City, as we write, 
it is estimated the total supplies of coal 
on hand of all the public service com- 
panies are barely enough for a week’s sup- 
ply, constituting a serious situation. 
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In the case of one of the traction lines 
it has been found necessary to borrow 
coal from the other utility companies, 
and a pooling system may have to be in- 
stalled. An increase in coal production 
is looked for, but the determining factor 
is the difficulty of transporting coal to its 
destination in New York. Protests have 
been sent in by the utilities affected and 
by other parties to the Interstate Com- 
merce Commission against the recent 
ruling giving priority to coal shipments 
destined for New England. New York is 
deprived of part of its normal supply be- 
cause some large coal shippers are giving 
preference to Western shipments, on the 
ground that in a few months it will be 
impossible to ship by way of the Great 
Lakes and that these shipments must 
therefore be gotten out of the way as soon 
as possible. 

The utilities concerned asked that spe- 
cial priority orders be issued giving 
larger coal shipments so that they can re- 
plenish their bunkers past the danger 
point, where they are now. 


Position of the Gas Companies 


The shortage of oil is not so directly 
dependent on transportation difficulties. A 
fundamental cause is the greater profit ob- 
tainable at the present level of prices for 
different oil products ‘by refining crude 
oil into larger proportions of gasoline 
leaving \less of the heavier oils such as 
fuel or gas oils. Because of their poor 
financial condition, for the most part, gas 
companies cannot bid competitively in the 
oil products market so as to stimulate 
the production of gas oil by offering 
higher prices. As a result, output of this 
type of oil product has fallen to a point 
where the gas companies assert it will be 
dificult for them to keep enough gas in 
the mains to insure a steady supply to 
consumers. 

In some cases a solution has been 
found to the difficulty by awarding higher 
rates to the gas companies. In New York, 
an injunction recently granted tempor- 
arily holds up the operation of the 80- 
cent gas law, enabling the companies to 
charge $1.00 per 1,000 cubic feet until the 
constitutionality of the law is definitely 
determined. The excess charges are to be 
refunded to consumers in case the law is 
upheld. 

To relieve the gas oil shortage, more 
thorough-going measures are suggested, 
particularly governmental restriction on 
the pleasure use of gasoline and stimula- 
tion of production. 

The electric power companies thave 
been doing better, ‘on the whole, than most 
other public utilities. The demand for 
their power has been increasing, for the 
first three months in this year being 16% 
above the figure for the corresponding 
period of 1919. The entrance of private 
capital into the water power field is stimu- 
lated by the recent signing of the Jones 
water-power bill, which opens up to indi- 
vidual enterprise resources previously 
withheld by the older conservation policy. 


The public utilities as a whole, how- 
ever, seem to be in line to benefit by the 
apparent beginning of price deflation 
rather than by any more specific develop- 
ments. 
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NEW ERA APPROACHING IN 
UTILITY INVESTMENTS 


(Continued from page 328) 


Together with its subsidiaries which 
are controlled through long time leases 
or stock ownership, the company 
operates the entire central station elec- 
tric light and power business of the 
City of Pittsburgh and of the major 
parts of Allegheny and Beaver coun- 
ties. The population served is esti- 
mated to exceed 1,100,000. There are 
now seven electric generating stations, 
with an installed capacity of 156,200 
k.w. The largest of these, whose 
120,000 k.w. constitute over three- 
fourths of the total of all plants, is 
located on an island in the Ohio River. 


This station has large turbo-generators, 
none of them being over seven years 
old. Coal is delivered by both water 
and rail to its concrete-lined submerged 
storage pit holding 100,000 tons. 


In addition to affording a means of 
retiring the notes, the first 6s provided 
funds for the construction of a new 
power plant at Cheswick, about 13 
miles from Pittsburgh, with an initial 
capacity of 60,000 k.w. and an ultimate 
capacity of 300,000 kw. The bonds 
cover this plant by first lien, as well as 
all other property owned in fee, lease- 
hold interests and securities. Not only 
is the property value behind the bonds 
large, but much of it is of the very 
newest and most advanced type of con- 
struction. 


The company had net earning’ of 
$4,678,723 with which to meet its 
$1,820,821 fixed charge in the year 
ended September 30, 1919—a period 
fully reflecting high labor and material 
costs. In 1917, when ‘the Duquesne 
Light had nothing approaching its 
present property and customers, and 
earned but littke more than half the 
present rate of gross revenues, the 
total income available for charges was 
over $3,000,000. This statement should 
suffice to indicate the high quality of 
the security. In normal times, a price 
of par for a 5% bond of similar charac- 
ter is not at all unusual. 


The foregoing bonds _ represent 
several types of public utility enter- 
prise. The issuing companies operate 
in widespread localities. In short, 
broad diversification is offered, and the 
purchase of an uniform amount of each 
security can hardly fail to prove profit- 
able unless all investment precedents 
are to be overturned. 





A REAL INVESTMENT 


In 1913, an up-state man purchased 
2 shares of Standard Oil of Indiana cost- 
ing him $7,600. Since then, this com- 
pany has declared a stock dividend of 
2,900%, increasing our friend’s holdings 
to 60 shares. At the recent price of $700 
a share, the investment is worth $42,000, 
or nearly six times its original cost. 

Discrimination may properly be exer- 
cised in opposing stock dividends. 
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tribution. 
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From investments secured by the 
entire taxing power of prosper- 
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Ask for circular W. J. 10. 
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CITY OF TOKYO 5S 
Are Well Secured 


The City of Tokyo 5% Sterling bonds, 
payable September 1, 1952, of which £4,- 
622,600 are outstanding, were issued for 
the purpose of acquiring the electric 
tramways and electric lighting undertak- 
ings from the Tokyo Railway Co., Lta., 
and for the extension of the same. Pay- 
ment of principal and interest is secured 
by special first charge on the annual net 
revenues of the electric tramways and 
electric lighting undertakings of the City 
of Tokyo and by a general charge on all 
other revenues of the city. 

The bonds, therefore, are well secured 
both as to principal and interest, the in- 
terest being payable at the Yokohama 
Species Bank of New York in dollars at 
the current rate of exchange. This pro- 
vision gives the bonds a better rating, 
both from an investment and speculative 
standpoint, than other sterling loans of 
the City of Tokyo, interest and principal 
of which are payable in Sterling funds at 
current rates of exchange. 





SOUTH SIDE ELEVATED Ist 4442S 
Price Discounts Company’s Troubles 


South Side Elevated, first mortgage 
44s, due July 1, 1924, of which $6,000,000 
are outstanding, are secured by a first 
mortgage on all the property of the com- 
pany now owned or hereafter acquired. 
The equity in the property securing these 
bonds is estimated to be about 2% times 
the amount of the issue, and hence they 
would appear to be well secured. 

Earnings of the company in recent 
years have been rather poor, which fact 
has, of course, ‘affected the status of the 
bonds. However, there is reason to look 
for improvement in earnings in the near 
future—in fact, the company’s earnings 
are already showing substantial improve- 
ment over those reported at this time a 
year ago—and it is very likely that this 
development will sooner or later be re- 
flected in the price of the bonds. At their 
present level, moreover, these bonds 
seem to have fully discounted the com- 
pany’s past trials. 





STANDARD OIL OF OHIO 
One of the Best of the Oils 


Standard Oil of Ohio is one of the best 
of the oils. The company’s earnings dur- 
ing the past year have been of record- 
breaking proportions and the prospects 
are that earnings for the current- year 
will be even larger. This stock may have 
a temporary setback from time to time, 
but it is one which, we believe, is sure to 
“come back” eventually. 





STUDEBAKER PREFERRED 
Likely to Sell Lower 


There seems little doubt as to the ability 
of this company to continue payments on 
its preferred shares indefinitely; but a re- 
action is naturally to be expected in the 
dutomobile trade as a whole, particularly 
in that branch of it that caters to the de- 


A No-Par Value 
Common Stock Pre- 


senting Splendid Op- 
‘portunity fo r Profit 


We believe the no-par-value com- 
mon stock of the Dayton Fan & 
Motor Company, founded 29 years 
ago in Dayton, Ohio, to be a good 
speculative offering because: 


1. The ey is capitalized devoid of 
good will and patents (with the ex- 
ception of $72.00). 

. Now doing business in a_ building 
containing 80,000 sq. ft. and: equipped 
for economical quantity production. 


. The company is well financed and en- 
joys a liberal line of credit. 
The men in active management enjoy 
the most desirable connections and 
know the electrical business in detail. 


. The growth of the company is evi- 
denced by the comparison of sales for 
15 months (including 1919), totaling 
about $494,000, with the estimated 1920 
shipments in excess of $1,600,000. 

The last sale of this stock was at $25 


per share. 
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Generations doing one thing well 


Orpin Desk 8% Pfd. 
ESTABLISHED 1874 

Manufactures a full line of 
desks and office tables. 


Located on the water front in 
Boston, combining the advan- 
tages of water delivery of lum- 
ber and truck delivery of finished 
product. 

Net earnings over 6 times 
dividend. 

Stock is tax free in several 
states and protected by a heavy 
sinking fund. 


May we send you details? 
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‘mand for pleasure cars. In such an event, 


both Studebaker common and preferred 
stocks are likely to sell below their pres- 
ent levels. 





SEABOARD AIR LINE 


Not a Conservative investment 


Seaboard Air Line common stock can- 
not be regarded as a conservative invest- 
ment. The road’s earnings have been very 
poor in recent years, the annual return 
being scarcely sufficient to meet fixed 
charges. The immediate outlook is by no 
means reassuring. It is possible that the 
road will fare well under the new condi- 
tions, but there is little certainty that it 
will do so. If holders of this issue who 
wish to confine themselves to investments 
of the better grade would sell their shares 
and invest the proceeds in some such issue 
as Westinghouse Electric & Manufactur- 
ing, their money would not only be much 
safer but they would have the added sat- 
isfaction of obtaining a good income on 
their investment. 





ST. PAUL STOCKS 


Switch Into General 4s Advisable 

In view of the rather uncertain out- 
look of the Chicago, Milwaukee & St. 
Paul Railway Co. and also of the fact 
that the company is barely earning its 
fixed charges, we believe it would be ad- 
visable to switch from the common and 
preferred stocks into the company’s gen- 
eral 4% bonds of 1989, which are a first 
mortgage on the property and appear to 
be amply secured in the event of a re- 
ceivership. 

The issue suggested, otherwise known 
as “Series A,” of which $48,241,000 are 
outstanding at present, is a direct mort- 
gage on 6,525 miles of road, appurte- 
nances, equipment and valuable terminals 
in Chicago, Milwaukee and other cities. 
It is a first lien on 3,970 miles of the most 
valuable part of the system, a second 
lien on 2,555 miles, but subject to $44,- 
266,000 of prior liens on less valuable 
properties. At the present price of around 
61 the bonds yield a flat return of 6.55% 
and will give a yield of about 7% if held 
to maturity. 





SOUTHERN PACIFIC—NORFOLK & 
WESTERN 


Two of Best Rail Stocks to Hold 


For the long pull, we regard Southern 
Pacific as one of the best of the rails to 
hold. The company’s earnings are large 
and show an ample margin over dividend 
requirements. Furthermore, the company 
has immense holdings of undeveloped oil 
land, which may prove exceedingly profit- 
able. 

We regard Norfolk & Western as equal- 
ly desirable from a long pull standpoint. 
There can be little doubt that this com- 
pany will be able to make its own way 
under the new conditions. In our opinion 
it is only a question of time before Nor- 
folk & Western shares will advance to a 
price more closely reflecting the company’s 
proven abilities and brilliant prospects. 





ROYAL DUTCH 
Rights to New Stock May Be Sold 


Inasmuch as the general market outlook 
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ing which time all dividends re- 
ceived will be credited to your 
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tage of the prevailing low prices 
of any sound dividend paying 
security should ask us for infor- 
mation as to how they may be 
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ment plan. 


James M. Leopeld & Co. 


Members New York Stock Exchange 
7 Wall Street New Yor! od 





























NTIMATE KNOWLEDGE 

of the needs and habits 
of the people, acquired by 
years of experience and ac- 
tual residence in the coun- 
tries themselves, is essential 
when transacting business 
abroad. 


23 Branches in South America 
One Branch in Mexico 
8 Offices in Europe 
Direct Connections with India 


ANGLO-SOUTH 
“BANK, LIMITED 


New York Agency, 49 Broadway 











MORTGAGE 
INVESTMENTS 











AR 
No Worry 


Are you looking for a specu- 
lative investment or do you 
want an investment free 
from worry and care? If 
you are looking for the lat- 
ter kind, you should know 
all about Forman Farm 
Mortgage Investments. 
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is not altogether clear and as Royal 
Dutch stock appears to have largely dis- 
counted the recent offer to stockholders 
of rights to subscribe to new shares at the 
rate of one of the latter to every two 
shares now held, we believe it might prove 
advantageous to sell the rights instead of 
exercising them. 

It is possible that Royal Dutch may 
move contrary to the general market, as 
it has frequently done in the past, but in 
our opinion the foreign outlook is too 
mixed to permit of this just now. In the 
event of continued trouble in the Near 
East, stocks in a class with Royal Dutch, 
whose market movements are controlled 
largely from London, would be likely to 
suffer severely. We would not recom- 
mend its purchase at the present time. 





UNION OIL—SINCLAIR—WOODBURN 
OIL 
Reason to Expect Higher Prices Eventually 


While Union Oil of Delaware, Sin- 
clair Consolidated and Woodburn Oil, 
especially the latter, must be regarded as 
highly speculative, still there is reason 
to look for better prices for all of these 
securities in the not far distant future. 
It is possible that somewhat lower prices 
will be established before the real turn 
comes, but eventually we believe the bet- 
ter class, of oils will all sell at figures more 
commensurate with their intrinsic worth 
and with the great prosperity prevailing 
in the industry. Should these issues score 
any material advance in the immediate 
future holders might do well to liquidate 
on the ground that the oil stocks cannot 
advance materially if they have to drag 
the whole market after them. 





SUPERIOR OIL CORPORATION 
Has Rather Promising Outlook 


The outlook for the Superior Oil Cor- 
poration would appear to be rather prom- 
ising and we believe that stockholders 


should retain their shares for the present, 


at least. The company recently entered 
into what is generally regarded as a very 
profitable contract with the Atlantic Re- 
fining Co., which has, by the way, secured 
a substantial interest in the corporation. 
The stock now pays dividends of $2 a 
share annually and it is expected that 
similar payments will be made on the 
recently enlarged capitalization, consisting 
of 2,200,000 shares of no par value. 

For the twelve months following the 
proposed reorganization, net earnings after 
taxes are expected to exceed $10,000,000, 
which would be equivalent to over $4 a 
share on the capital stock. The com- 
pany’s daily production is now close to 
7,000 barrels of very high grade oil, and 
as it now has plenty of funds with which 
to prosecute work on undeveloped lease- 
holds it is not at all impossible that the 
year’s actual returns will be substantially 
higher than the present estimate. 





TRANSCONTINENTAL OIL 
Little Significance to Recent Activity 


Transcontinental Oil has been more 
than usually active in recent markets but 
we attach little significance to this fact. 
The company’s earnings, although con- 
siderably improved, are not yet. on a basis 





which would entitle the stock to sell 
much higher. 

Should there be a resumption of the 
speculative outbursts—which we are in- 
clined to doubt—it might be well to dis- 
pose of holdings of this issue. 





WESTINGHOUSE ELECTRIC & MFG. 
A Geod Switch from Pennsylvania 


We would suggest Westinghouse Elec- 
tric & Mfg. Co. as a good switch to make 
from Pennsylvania. This company is in 
a very prosperous condition at present, 
having more unfilled business on its books 
than it can handle in many months, and 
there would not appear the least room for 
doubt as to the permanency of the dividend 
which the company is now paying, namely, 
$4 a year on its shares of par value $50. 

Westinghouse is earning a comfortable 
margin over its dividend requirements 
and there are not a few observers of trade 
conditions who believe that the directors 
of the company will sooner or later find 
it expedient to increase the dividend rate. 





NORTH AMERICAN PULP & PAPER 
Not Advisable to Hold 


Because of the present high prices for 
newsprint, due to its»extreme scarcity, a 
great deal of talk has naturally gone the 
rounds concerning the brilliant prospects 
of the various paper manufacturing com- 
panies. No doubt, these companies have a 
long period of prosperity before them, as 
the demand for paper can hardly be lev- 
eled by the supply for several years to 
come. 

However, the record of North Ameri- 
can Pulp & Paper has not been over good 
in the past, even in the last few years of 
unprecedentedly high prices for its prod- 
uct. We are inclined to believe that the 
present price of the stock discounts most 
of the prospects the company may have 
and would not advise its purchase. 





VANADIUM STEEL 
Unquestioned Speculative Possibilities 


There can be no question but what 
Vanadium Steel has large speculative 
possibilities. The stock is paying only 6% 
a year, whereas the company during the 
past year has been earning at the rate 
of from $15 to $16, according to pretty 
reliable estimates. When the company’s 
railroad, now in process of construction, 
from the mines to the main shipping 
points, is completed, earnings are expected 
to advance to $20 a share. 

Recently, the stock has shown consid- 
erable strength in the market, but whether 
this has been due to floor operations on 
the Exchange or to good buying it would 
be difficult to judge. Naturally, the youth 
of the company and the fact that it is 
practitally unique in its field have com- 
bined to assist rumor-mongers in their 
predictions of fancy prices for the shares. 
However, experience teaches that pur- 
chases based on such talk very rarely 
prove profitable. 

Holders of this stock bought lower 
might do well to retain their shares, but 
we have not sufficient confidence in Vana- 
dium, as yet, to advise new purchasers to 
go into it at current prices; 
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BOND BUYER’S GUIDE 8 


Canadian Bonds Arranged by F. M. Van Wicklen : 
Railroad Bonds 


As Investments gt BO Now’ York ‘Stock’ Ea: as 
change. They are classified but not nec- Sound Investments 


Canada’s progress is remark- essarily recommended. An endeavor has been 


made to arrange them in the order of desira- 


able, as is shown by the fact bility as investments, based u ~ 
) nts, pon security of ° 
income vetura. The erranee- The present high money 


that, although her population principal | and 

P ment below attempts to balance these two tes tur: bee 

1s but one-fifteenth that of the factors. This table appears in ever other issue may have na ally _ 
reflected by unusually 


United States, her total volume edie m3 vs 
af toate: Sie ao: aoe pee co Foreign Government Bonds low prices of bonds. 


August 31, 1919, was $2,103,- Asx. Railroad bonds secured 


000,000—about one-fifth that of Price by mortgages on track- 
her great neighbor. age are just as well pro- 


This industrial progress, Belgian, 7148, 1945.;-.-.,.-...-+ 9 sr when they sold 
. ap. t 5 4 eee - 
coupled with vast resources, Jap. and 4%, 1925 (par $974)... 7 at hig cmp The se 
emphasizes the desirability of Ja oe er See is37 eves § curity is the same. 

* : ° . Got. B. + 2725, 
Canadian Bonds as_invest- U. K Gt. B. , 
French Cities Ge, 
ments. U. K. Gt. B. 
Paris 6s, Oct. 
Dom. Canada 5s, April, 
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We have prepared fer 
your convenience a list of 
- ‘ 25 bonds which not only 
Prices to yield U. K. Gt. B. & I. 534, Nov, 1921 ro show the mileage upon 
om. anaca oS, AP . Eeecsces 4. . 4 
7%* to 734% Dom: Canada S15, Au 222: 9748 Soo which they are a lien but 
Dom, Canada $iis. Aug., 1929... 90, 7.00 ee ee ee 
: Anglo-French 5s, Oct. 15, 1920... 99% 6.50 return at our rent prices. 
oe GP Ces See Railroad Bonds Legal for New York State When sending for a copy of this 
Savings Banks list, ask for letter No. W150 


A. E. AMES & co. First Grade: 
So. Ref. 4s, 19 70% 


Pac. 


55 . 
74 Broadway, New York Lou. & Nash. Unified 4s, peees +0 F Herrick & Bennett 


At. Coast Line 4s, 1 
INVESTMENT SECURITIES BTA 4 deed Bo Members N. Y. Stock Exchange 


Pennsylvania Gen. 24% 
66 Broadway. New York 


Established 1889 Nor. Pac. P. L. 4s 70% 


CoOnKenNNINOe; O&O 
cowRKun 
Sums: 
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Union Pacific 1s 8 77 
Head Office: Union Bank Bldg., Toronto . & He Set gpm, Se, 1907... 85% 
treal Tnion Pacific Re s, 2 67% 
Gtnge Ma Vietarta, B. C. Atch., T..& S. Fe Gen, 4s, 1995... 70% 
Norf. & West. Cons. 4s, 1996..... 71 
N. Y. Cent. Ist 3%s, 7 62 
Lake Shore Ist 3%s, 64 
Pennsylvania Cons, 4%s, cy 
C. M. & St. Paul Gen. 4s, ae 
C. Burl. & QO. Gen. 4s, 1958... 71% 
M. St. Paul & S. S. Marie 4s, 1938 71% 
Nor. Pacific Ref. 44s, 2 70 s 
[Illinois Cent. Ref. 4s, 5 67% 35 
Del. & Hudson Ref. 4s, 1943..... 70% 5 OPINION OR 
Nor. Pac. 3s, 51 
St. Northern 4%%s, 74 5 
st 33 GUARANTEE? 
Ralt. & Ohio P. L. 3%s, 2 78% 4 
Balt. & Ohio Ist 4s, 8 59 
ELBS C. M. & St. Paul Conv. 4%s, 1932 63 
GREENSHI C. M. & St. Paul Ref. 4%s, 3 53% 
A 6314 


Pata. & CO... N.Y: Sent Ret. Avge 2013----5 70 
17 St. John Street, Railroad Bonds Not Legal for New York 
Montreal State Savings Banks 


First Grade: ss 

Canadian Government CT Burl & Q, Joint 4s 3” ake _. 
Municipal and poy see. Poe = ' 0% When we recommend a Guar- 
Corperation Bonds <7? Gy | scevccccen Sfe anteed First Mortgage or a 
and Stocks Ches. & Ohio. Gen. 6 2) 70% 6.45 Mortgage Certificate we guaran- 
Atch. T, & S. Fe Adi. 4s, ae > tee not only the information, but 


Seaboard Air Line Ist 4s, 
Ore. Sh. Line Ref, 4s, 1929...... also the payment of principal and 
interest in any and all events. 
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When your broker’ recom- 
mends any stock to you he is 
careful to remind you that the 
information given is not guaran- 


o~ 
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Lake Shore Deb. 4s, 1928........ 
New Orl. Term. 4s, 1953......... : 
At. Coast L. L. & N. 4s, es 
Wabash Ist 5s, 
* pe Virginian ist 5s, 

Dealers wishing quo- Cent. Pac. ot ad ase 
Ill. Cent. C. St. L. & 3 

tations or other infor- Southern Cons. 5s, 1995 
Pere Marquette 5s, 


coms Kans. City Term. 4s, 60 
cate with us through Ore.-Wash. R. R. & N. 4s, A 
Lehigh Valley 6s, 1928..........- 
MESSRS. ee Rabe 6s, + 
"ennsylvania 7s, 1 
LOGAN & BRYAN N. Y. Cent. L Ss. 346 
C. Rock I. & Pac. Gen. 4s, 
@ snssevar Illinois. Cent. 5%s, 1934 
St. L. So. West Ist 4s, 
Reading Gen. 4s, 
Second Grade: 
Ches. & Ohio Conv. 4%s, 1930.... 7 
. & R. Grande Cons. 4s, 1936. 
. L.-San Fran. P. L. 5s, 1950 
Ches. & Ohio Conv. 5s, 1946 
C. Rock I. & Pac. Ref. 4s, 1934. 
So. Pac. Conv. 4s, 1929 
So. Pac. Conv. 5s, 1934 
Col. & So. Ref. 4%s, 
N. Y. Cent. Conv. 6s, 1935 
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Certificates are purchasable in 
any amount from $100 up, Guar- 
anteed First Mortgages from 
$2000 up. Both investments yield 
5%% net, guaranteed. 
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Send for Circular M8 


LAWYERS MORTGAGE CO. 
RICHARD M. HURD, PRESIDENT 
Capital and Surplus $9,000,000 

59 Liberty St., N. Y. 
184 Montague St., Brooklyn 
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Booklet of Securities 


Every investor should have a copy of 
our June issue of Booklet of Securities, 
containing over 250 pages of up-to- 
date information relative to Railroads, 


Industrials and other securities. 


Send } 


for curren: copy 


Whitney & Elwell 


Members New York and Boston Steck Exchanges 


30 State Street, Bosto 
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We offer: 


State of Michigan. . a 
Continental Motor Notes. rate bial 
Detroit Edison ....... + arucaien 

matpelt Gile Giaee sss. cs ccc esas 
Cities Service Company......... 
Utah-Idaho Sugar Company...... 
Detroit, Monroe & Toledo....... 
Southern Railway ............. 
Sherwin Williams Company 7% Pfd. Stock 


We will buy: 


Acme White Lead 6’s, 1921-28 
Acme White Lead Preferred Stock 


We specialize in all Michigan Stocks and Bonds. 


Rate 


5’s 
7’s 
6’s 
5’s 
7’s 
7’s 
5’s 
6’s 


Maturity 


1925 
1925 
1940 
1923 
1966 
1930 
1933 
1922: 


JOEL STOCKARD & COMPANY 


Investment Bankers 


Main Floor Penobscot Bldg., Detroit 


Members Detreit Stock Exchange 
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Cont: ef Ga. Ga, 198965 os S86 SS% 86 8.20 
Kans. C. So. Ref. 5s, 1950........ 67 7.95 
, & Cee Ge, SUD. cssccccsens 84% 8.50 
West. Md. Ist 4s, 1952.......6... 48% 8.95 
Chic. Gt. West. Ist 4s, 1959...... 51% 8.20 
Mo. K. & Tex. Ist 4s, 1990...... 53 7.70 
Mo. Pac. Gen. 4s, 1975.......... 51% 8.00 
Balt. & Ohio Conv. 4%s, 1933.... 59 10.10 
Southern Gen. 4s, 1956........... 54% 7.75 
St. L.-San Fran. Adj. 6s, 1955.... 60 10.25 
Erie Gen. i iin. cast eculinn a oe 39 10.10 
Seaboard Air Line Ref. 4s, 1949.. 40% 10.50 
St. Louis 8. W. Cons. 4s, 1932... 52% 11.40 








° 
ledneuial Bonds 
Midvale Steel 5s, 1936........... 78 7.45 
Western Elec. Ist 5s, 1922....... 94% 7.45 
Central Leather 5s, 1925......... 9034 7.35 
Va.-Car. Chem. Ist 5s, 1923...... 92 7.65 
Beth. Steel Ext. 5s, 1926......... 90% 7.10 
Beth. Steel Ref. 5s, 3% 7.00 
Am. Smelt. & Ref % 6.85 
Armour R. E. 4%s, 6 6.80 
Rep. I. & Steel 5s, 1° § 6.45 
Lackawanna Steel 5s, 1950........ 84 6.20 
Chili Copper 7s, 1923............ 96 8.50 
Int. Mer. Mar. 6s, 1941......... 84% 7.50 
iy “ FY. era 89% 5.60 
Wilson yy eevee 864 7.25 
U. S. Rubber 5s, 1947.......... 78% 6.75 
Am, Cotton Oil Deb. 5s, 1931.... 80% 7.50 
Gen. Elec. Deb. 5s. 1952 85 6.05 
Wilson & Co. 6s, 1 85 8.50 
Chili Copper 6s, 1932.. 73 10.00 
traden Copper 6s i &4 8.25 
Colorado Ind. 5s, 1934............ 73 8.30 
Cel. Fuel & I. 5s, 1943. oo i ae 6.90 
General Elec. Deb. 6s, 1940....... 97% 6.25 
Syn Get Ge SE cere wo an 6nsen se 105 5.35 
Public Utility Bonds 
Manhattan Cons. 4s, 1990......... 54 7.50 
Amer. Tel. & Tel. 4s, 1929....:.. 74 8.10 
N. Y. Telephone 4%s, 1939...... 74% 7.00 
Amer. Tel. & Tel. 6s, 1925....... 93% 7.65 
Consol. Gas. N. Y. 7s, 1925...... 98 7.55 
Amer. Tel. & Tel. 5s, 1946....... 75 7.20 
N. Y. Telephone 6s, 1949........ 88% 6.90 
Int. Rap. Tran. 5s, 1966........ . 47 10.60 
Hudson & Man. 5s, 1957......... 55 9.30 
West. Union Tel. 4%s, 1950...... 76 6.30 
Pub. Serv. N. J. 5s, 1959....... 60 8.50 





Current Stock Offerings 


The salient facts concerning current 
stock offerings. No opinion or rating 
of any kind is attempted, and the object 
is purely to keep the reader informed 
on the more important issues. 











West Boylston Manufacturing Co. 8% 
Cum. Pref. This cotton manufacturing 
company has been in existence for over 
a century, and since the development of 
the tire business has specialized in the 
production of fabrics and cords for bi- 
cycle and automobile tires. Net income 
during the past five years has average 1 
two and a half times the dividend re- 
quirements, including those of the pres« it 
issue, and 1920 earnings are said to be 
substantially higher than those reflected 
in the average. Asset values are also 
remarkably high, totalling $346 per share 
of preferred stock, of which $215 rep- 
resents net quick assets. If the present 
appraised value of the plant, less de- 
preciation, should be included in the bai- 
ance sheet, the asset value would equal 
$517 per share. Various protective ar- 
rangements, including an eighteen-year 
sinking fund, have been provided for the 
issue, which amounts to $3,000,000. 
Offered at $100, to yield 8%. 


Shotwell Manufacturing Co. 8% Cum. 
Part. Pref. The sales of the confection 
“Checkers” reached 30,000,000 packages 
last year, and the company has over 
7,000 active who’ ale accounts in addi- 
tion to its foreign business. It owns the 
largest popcorn elevator in the country 
at Arthur, Iowa, as well as candy fac- 
tories in New York and Chicago. Net 
quick assets amount to 177% and net 
tangible assets to over 300% of the par 
value of the preferred stock. Net earn- 
















ings have averaged $65,000 for the past 
five years and are said to be now at the 
rate of $240,000 a year, or sufficient to 
pay 16% on both preferred and common 
stocks. Stock is offered at par, $10. 

Fred G. Clark Co. Common Stock. 
One of the oldest oil concerns in the 
country, but not engaged in the produc- 
tion* of crude oil, its business consisting 
in the manufacture ang sale of a number 
of petroleum products such as .cylinder 
oils, paraffine oils, etc. The company has 
a successful and conservative financial 
record, dividends having averaged 37%, 
and all expansion and improvements have 
been financed from earnings up to the 
present time. There are no bonds or 
preferred stock outstanding. The present 
issue of 60,000 shares of common stock, 
par value $10, is offered by a Cleveland 
firm at $32 per share, to yield about 
12%%. Earnings, after taxes and de- 
preciations, are estimated at $7.50 a share 
for 1920. 





WHAT WILL AMERICA DO 
WITH HER FOREIGN TRADE? 
(Continued from page 304) 


new position in world trade and finance, 
we must intensify the interest of our 
business men as a whole, which has al- 
ready increased so remarkably in recent 
years. Above all, we must develop a 
highly-trained personnel of young Ameri- 
cans to carry on the work abroad and at 
home. From the standpoint of financial 
return and national importance alike, the 
foreign trade and banking field should ex- 
cite the interest of our most promising 
young men. 

It has too often been said that we will 
be unable to take full advantage of our 
opportunities because the British and Ger- 
mans and others have, years ago, devel- 
oped a highly specialized technical class 
with which our banks, shipping organiza- 
tions, exporting manufacturers, trading 
companies and exchange brokers cannot 
compete. This was truer a few years ago 
than it is to-day, and it should be still less 
true to-morrow. 

To assume that we cannot organize, 
d -ct and expand our foreign trade and 
investment interests as effectively as any 
of our competitors is to libel American 
brains and energy. Now that our provin- 
cial attitude towards foreign trade has 
Leen largely overcome, now that its vital 
significance can no longer be ignored, we 
may confidently hope that the solution of 
!-is immediate difficulty is at hand. 





OIL COMPANIES ASK ONLY FAIR 
PROTECTION IN FOREIGN FIELDS 


The outstanding question is whether 
the continued development of the Mexi- 
can petroleum industry is to be encour- 
agéd by fair dealing and by physical and 
political security, or whether it is to be 
sacrificed on an altar of international 
selfishness, bigotry and greed. 

Oil companies—of whatever national- 
ity—are engaged in serving the world’s 
needs, and for this service they rightly 
expect compensation. American oil com- 
panies have not asked for “special privi- 
lege,” nor for any advantage over Mexi- 
cans, Europeans or Asiatics. American 
oil men are not afraid of competition in a 
fair field, if assured fair protection. 
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We quote markets in the various unlisted 


Motor 
Sugar 
oil - STOCKS 
Steel 
Coal 
Public Utility 
a l $0 
Short Term ' 


Industrial 
Public Utility 


BONDS 


Foreign Securities Foreign Exchange 


Send for Stock List MS—Bond List MB 


Morton Lachenbruch & Co. 


42 Broad Street, New York 
Philadelphia 


Instantaneows communication between our offices is made possible thru their 


ntere ectior vy private wires 


Chicago Detroit Pittsburgh 














Investments 


to yield 7 to 8% 


Permanent Industries 
Ample Security 
Good Earnings 


Send for Circular W-5 descriptive of five diversified offerings 


RICHARDSON, HILL & CO. 


Established 1870 
50 Congress Street, Boston 4, Mass. 


Members New York, Boston and Chicago Stock Exchanges 
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Prosperous Japan 


Of all the foreign securities now on the mar- 
ket, the most attractive in many respects are 


Japanese Government Bonds 


(External Loans) 


Direct obligations of the Government or secured by 
the revenues of the tobacco monopoly, principal 
and interest payable in New York at fixed rate of 
exchange regardless of future eventualities, they 
afford a stable, conservative investment yielding 


approximately 
10% 


Ask for circular with full particulars. 


‘@isHoim &@apman 


ODD LOTS 
Members New York Stock Exchange 
UNLISTED DEPARTMENT 
71 Broadway New York City 
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and Company, quoting 
inserted 


Invest in Marks and German Bonds, 


Anyone familiar with conditions In Germany and with the 
sturdy character, Intelligence and love for work of the German 
people, knews that Germany will be back on her feet im less than 
five years, If given only half a chance. The former Entente 
powers have come to realize that, for thelr own sake, Germany 
must be afforded that ehance. 

German Marks and @erman Bonds have almost doubled in price 
since we first published our recommendation broadcast. They are 
still obtainable for about one-tenth their pre-war value, and, 
in our judgment, offer the greatest opportunity ef the age for large 
= within a rather short period of time. Our circulars will 

mailed FREE ON REQUEST. 

We have the bes? connections In Germany — DEUTS@HE BANK, 
DRESDNER BANK and DISCONTO GESELLSCHAFT. Our own repre- 
sentative Is on the ground with headquarters in STOTT@ART. 

Thirty-five Years Experience in International 
Banking and Finance. 

Malt Bank Draft, Certified Check er Money Order with order, 
and we will invest your Dollars in MARKS or BONDS at our rate 
ee our prices for Bonds prevailing on the day your order 
$ recelved. 





WOLLENBERGER & CO. 


10S So.La Salle Street 


U Investment BanKers 
CHICAGO 





CORRECTION:—Our June 26th issue contained an advertisement of Wollenberger 
German Marks at $20.00 a thousand. This advertisement 
by error; the above advertisement should have appeared in its place. 
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NO IMMEDIATE DECLINE 
LIKELY IN SUGAR PRICES 
(Continued from page 309) 
vate buying from the same source of 
about 5,000 tons. This will not affect the 
shortage very much, however, in view of 
the large requirements of this country, 
and besides there is always the question 
of whether Argentina may not come into 
the market again’to buy back the sugar 
it has been exporting to this country to 
bring its own consumption back to nor- 

mal. : 

There is the usual talk afloat now 
about arrangements to be made with the 
Cuban Government for the purchase of 
the entire crop of 1920-1921 at a price 
not much below the present prevailing 
quotations on raw sugar. Such a step 
would give the sugar market a stability 
which it has not had for some time, and 
would also keep prices at near their pres~- 
ent level for another year. 

Even without this action, however, it 
seems likely that prices will not decline 
drastically from their present range for 
some time, in view of the strong statisti- 
cal position of sugar, with world require- 
ments some four to five million tons short, 
an awakening demand from the Far East 
which may reach gigantic proportions if 
the huge Eastern populations develop the 
Occidental taste for sweets, and little 
prospect of an immediate recovery in 
production commensurate with the de- 
mand. At the same time, it is the con- 
sensus of opinion in sugar circles that the 
peak of prices has been passed this year, 
and that while declines of importance 
need not be looked for for some time, 
there is little outlook for a return to the 
top prices of this year. 





AMERICAN CHICLE’S FINANCING 


American Chicle Company has improved 
the position of its common stock by re- 
cent financing, and the shares at the same 
time, by a decline in price, have come 
into better line with net tangible assets. 

The company had outstanding at the 
close of the year 80,000 shares of com- 
mon of the par value of $100 a share. 
By the sale of 82,500 shares of no par 
value and the conversion of the old stock 
into new, share for share, the company 
increased its common stock to 162,500 
shares of no par value. 

The balance sheet as of December 31, 
1919, showed surplus as applied to 80,000 
shares of $2,895,744 and good will of 
$8,155,897. This would make the net tan- 
gible assets about $33 a share. At the 
time the balance sheet was issued the 
stock was selling around 70, at which 
price the net tangible assets formed a 
cover of about 47%. 

The same balance sheet adjusted for 
the increased stock issue and the new 
capital shows $13,627,538, including sur- 
plus, applicable to the 162,500 shares, with 
the item of good will unchanged. On this 
basis, the net tangible assets would be at 
the rate of about $34. 

The chief attraction is imparted to the 
stock, however, by the change in price. 
Now selling at 40, net tangible assets rep- 
resent a cover of 85% of the market 
price. 
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Current Bond Offerings 


Briefly Discussed and Analyzed 











_ Issue 
Government and Municipal: 


*French Railroad Guaranteed 6s....... 
*State of Oregon Geld 4%4s...... a 
Hoboken, N. J., Sewer 6s............- 
Portland, Ore., Harbor Dev. 5s........ 
Indianapolis, Ind., School 434s........ 
*Miami, Fla., School 6s.........ceeesss 
Publétc Utility: 

*Shawinigan Water & Power Conv. 7%s. 
El Paso Electric Co. 7% Notes fe erawoe 
Idaho Power Co. Ist Lien 8s.......... 

*Cleveland Elec. Illum. Co. Ist 7s...... 

Industrial; etc.: 
France & Canada Steamship Conv. 7s. 
Rg ly ee ere 

*], H. Williams & Co. Series “A” 7s.... 
Choate Oil Corp. Conv. 7% Notes.... 
Simms Oil Co. 6% Eq. Trust Certs..... 


Approx. 
Offering. Yield to 
Maturity. Price. Maturity. 
1954 $40 (500 fr.) (See Text) 


1925-1944 86.73@94.63 5.50@5.75% (c) 


June, 1926 101.75 5.65 (c) 
1923-1950 91.99@97.96 5.55@5.75 (a) 
June, 1940 91 5.50 (a) 
June, 1940 100 6.00 (a) 
July, 1926 97.65 8.00 (b,d) 

July, 1925 96 8.00 

July, 1930 100 8.00 

July, 1935 95% 7.50 (b,f£) 
1921-1923 97.13@98.76 8.00 

June, 1930 100 7.00 (d) 

June, 1925 97 7.75 (d,e) 
June, 1925 98 8.50 (b,f) 


1920-1923 94.75@98.80 8.00 


(a) Exempt from Federal Income tax, including surtax. (b) Company pays normal income 


tax to the amount of 2 


(c) Exempt from Federal and State Taxation as to interest and prin- 


cipal, excepting estate and inheritance taxes. (d) Available in $500 denomination. (e) Available 
in $100 denominations. (f) Company refunds Pennsylvania four mills tax. “Described in text. 








French Railroad Guaranteed 6s.—The 
“Compagnie des Chemins. de Fer de 
l'Est” (Eastern Railroad of France) is 
one of several important rail systems, 
radiating out of Paris. The bonds are 
guaranteed, principal and interest, uncon- 
ditionally, by the French Government. 


Interest at 6% is payable in francs with-- 


out any deductions for French taxes. The 
bonds will be redeemed at par in semi- 
annual drawings until 1954, so that if the 
franc should rise to its normal exchange 
value the premium would amount to 136% 
and the yield to maturity would be about 
14%4%. Of course if the drawings are 
to be equal fractions of the whole issue 
the “average” holder would have his 
security redeemed about the year 1937, 
and with the franc at par the yield would 
be considerably higher than the figure 
just stated. 


State of Oregon Gold 4%4s.—Oregon 
is a prosperous state, with large industrial 
possibilities because of abundant water- 
power resources. The present population 
is estimated at 900,000, but should in- 
crease rapidly. The total state debt is 
less than 144% of the assessed valuation 
of property. The issue appears to be at- 
tractive among tax-free purchases. 


City of Miami, Fla., School 6s.—This 
bond offers. an unusual opportunity to 
purchase a long-term municipal issue at 
par, to yield 6%. Most of the new muni- 
cipal issues yield from 5.50% to 5.75%; 
for example, the Indianapolis School 4%s, 
also a twenty-year bond, offers only a 
5.50% yield. Miami is the third largest 
city in Florida, is an important seaport 
and resort, and its population has in- 
creased 540% in the past ten years (to 
nearly 30,000). - The present issue is only 
$250,000, and the total net debt of. the 
city amounts to less than 4% of the as- 
sessed property valuation, about $13,000,- 
000. 


Shawinigan Water & Power Co. 7%4s. 
for JULY 10, 1920 





This issue seems to be slightly more at- 
tractive than that of the Idaho Power 
Co., though the latter bond has a ten-year 
maturity against six years for the former. 
However, the Shawinigan bonds may be 
converted into 30-year 642% bonds. The 
yield is 8% on both issues, but 1919 earn- 
ings of the Shawinigan Company equaled 
three times the interest charges, compared 
with Idaho Power’s net income of only 
twice its interest. Both are hydro-electric 
companies and as such have excellent 
prospects. Shawinigan serves the Mon- 
treal and Quebec districts. 


Cleveland Electric Illuminating Co. 
7s. These bonds are secured by de- 
posit of the Company’s First Mortgage 
5s as collateral at 70. With a yield of 
only 7%%, it is the 15-year maturity 
feature which makes the issue attractive. 
Interest has been earned over four times 
for the year ended April 30th, 1920, and 
8% dividends have been paid on the com- 
mon stock since 1904. The purpose of the 
$5,000,000 issue is to finance construction 
of additional transmission and distribu- 
tion facilities. 


J. H. Williams & Co. Series “A” 7s. 
Established in 1882, this concern is the 
-largest manufacturer of drop-forgings 
and drop-forged tools in the country. It 
is now acquiring the business of the Whit- 
man & Barnes Manufacturing Co., an- 
other large company. The two concerns 
have 10,000 active accounts and sales are 
at the rate of $10,000,000 a year. Net 
quick assets equal 2.6 times the bond is- 
sue, and total net assets 5.5 times. The 
high margin of safety in earnings is in- 
dicated by the fact that interest require- 
ments for this $1,500,000 issue were 
earned 7% times in 1919 and 11% times 
for a five-year average. The yield of 
7.75% would seem to be adequate for this 
type of security, although it should be 
borne in mind that in the event of an in- 
dustrial depression earnings of such a 
concern might be considerably curtailed. 














Cities Service 
Company 


7% 


Series C Debentures 


Interest requirements being 
earned 11 times over. 


Convertible into Cities Serv- 
ice Company Common and 
Preferred stocks on attract- 
ive basis. 


Market value of stocks 
Junior to the Debentures 
more than five times prin- 
cipal amount of outstanding 
debentures. 


Yield 7.45% 


Plus common stock 
dividend accumulations 


Circular K on Request 


Henry L. Doherty 
Company 
Bond Department 
60 Wall Street New York 














6% Prudence-Bonds 


—The Safest Real Estate Invest- 
ment That Money Will Buy! 
EHIND Prudence-Bonds is the 

stability and strength of first 
mortgages on selected income-pro- 
ducing properties—behind that is the 
increasing equity which rapid amort- 
ization ensures 

—behind that is 

the credit of 

the mortgagor 

—behind that is 

the entire cap- 

ital and surplus 
of this institu- 
tion, to guarantee the principal and 
interest. Safeguard upon safeguard! 

Protection added to _ protection! 

Strength renewing itself in impene- 

trable layers of security. 

We Pay the 4% normal Federal Income Tax 

The rest of our story is contained in our 
booklet, “SAFETY GUARANTEED 
AT 6%.” 

Write Desk M. W. 4 


REALTY ASSOCIATES 
INVESTMENT CORPORATION 


31 Nassau Street, New York 
162 Remsen Street, Brooklyn, N. Y. 
PRUDENCE-BONDS ARE ISSUED IN 
sempemeacecns: + 4 $100, $500 AND 








GUARANTY TRUST COMPANY OF 
NEW YORK 


Trustees of This Issue 


































































Railway Steel- 
Spring Company 


Large earnings of past four 
years have enabled Company 
to free itself of bonded debt 
and build up a substantial 
working capital. ow 
stronger financially than at 
any time in its history. 


Send for Analysis No. 733 


Pressed Steel 
Car Company 


The pioneer in the steel car 
industry earned its 8% com- 
mon stock dividend nearly 
three and one-half times in 
1919, and indications point 
to a continuation of prosper- 
ous conditions for some 
time to come. 


Send for Analysis No. 734 


Spencer Trask & Co. 


25 Broad Street, New York 
ALBANY BOSTON CHICAGO 


Members New York Stock Exchange 
Members Chicago Stock Exchange 























HIGH GRADE 
HIGH YIELD 
RAILROAD 
BONDS. 





Which are the best for Conser- 
vative Investment and Profit— 


New 7% R. R. Bends? 
Old 4% R. R. Bends? 


COMPARATIVE STUDY ON REQUEST 


MARTIN & CO. 


PHILADELPHIA 
1411 WALNUT ST. 








358 


Financial News and Comment 








Note.—The Railroad and Industrial Digest, Notes on Public Utilities, Oil 
Notes and Mining Digest, contain condensations of the latest news regarding 
the companies mentioned. The items are not to be considered official unless 
so stated. Neither THE MAGAZINE OF WALL STREET nor the authorities 
for the various items guarantee them, but they are selected with the utmost 
care, and only from sources which we have every reason to believe are accurate 


and trustworthy. 
corroboration.—EnbitTor. 


Investment commitments shouvfli not be made without further 
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Ann Arbor.—1919 Earnings from 
Gov’t Rental, $3.06 a Share on Pfd.— 
The company for the year ended Dec. 31, 
1919, shows net corporate income of $51,- 
154, equal to $1.27 a share earned on the 
$4,000,000 pfd. stock compared with a 
deficit of $15,969 in 1918. Excluding a 
net debit balance of $71,317 charged for 
the period to Jan. 1, 1918, earnings equal 
$3.06 a share on the preferred compared 
with $3.93 in 1918. 

Federal operating account shows net in- 
come of $646,464 compared with Federal 
compensation of $528,000, a profit of 
$118,464 for the Government. If the road 
had had the benefit of actual earnings the 
year would have shown $1.04 a share 
earned on the $3,250,000 common stock 
after pfd. dividends. 

Atlanta, Birmingham & Atlantic.— 
Shows Deficit—This company  re- 
ports for 1919 deficit after charges of 
$14,901, compared with 9 cents a share 
earned 6n $30,000,000 stock in 1918. In 
addition to rental of $480,000, the Gov- 
ernment lost in actual operations last 
year $971,815 compared with a sifilar 
loss in 1918 of $529,856. 

Central of Georgia.—Income In- 
creases.—This road, which is controlled 
by Illinois Central, reports for 1919 net 
income equal to $7.65 a share on the 
$5,000,000 common stock compared with 
$6.10 a share in 1918, after excluding 
lap-over items. On an operating basis, 
hypothetical deficit after charges would 
have: been $522,456 compared with net 
income in 1918 equal to $22.26 a share 
on the common computed on the same 
basis. 

Chesapeake & Ohio.—1919 Corporate 
Income $10.05 a Share; Deficit Shown 
If Operated for Private Account.—The 
company’s corporate account for 1919 
shows net. income, after charges and 
taxes, of $5,774,168, or $9.19 a share on 
the 62,792,600 stock, against $7.70 a share 
in 1918. Excluding $542,902, the excess 
of expenses over revenues for the period 
to Jan. 1, 1918, the earnings were equal 
to $10.05 a share against $7.85 in 1918. 

Chicago, Milwaukee & St. Paul.— 
Electrification Indefinitely Postponed. 

Pres. Earling announces that there will 
be no further extension of the electrifi- 
cation of the system until earnings im- 
prove and the financial status of the com- 
pany is bettered. 

Grand Trunk.—To Borrow $25,000,- 
000.—The Canadian Minister of Finance 
announced plan to lend $25,000,000 to 
the Grand Trunk Railway to meet out- 
lays for additions and betterments prior 
to March 8, 1920, the date on which the 
Dominion took over the property. 

Great Northern.—Income Increases. 
The company reports for 1919 net in- 
come equal to $8.87 a share on the $249,- 
558,418 preferred stock (no common), 
compared with $8.04 in 1918. The in- 
crease was due to a gain of about $2,- 
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200,000 in other 
income account was given. 

Illinois Central.—New Issue Planned. 
—The company plans to issue $10,000,000 
equipment trust certificates, and is in the 
market for 300 stock cars, 1,000 refrig- 
erator cars, and 200 flat cars. 

Pennsylvania.— Record No. Share- 
holders; Women and Foreign Holders. 
—Stockholders of the company on June 
1 numbered 125,072, a new high level, 
against 123,887 on May 1. The average 
holding on June 1 was 79.84 shares, 
against 80.60 May 1 and 89.81 on June 1, 
1919. On June 1 women stockholders 
numbered 60,016, against 59,589 May l, 
and 54,404 on Jine 1, 1919. On June 1 
foreign holders held 1.70% of the stock, 
against 1.89% June 1, 1919. 


Southern Pacific—Large New Los 
Angeles Station Proposed.—This com- 
pany, the Los Angeles & Salt Lake R: 
R., and the Pacific Electric Ry. have 
proposed the establishment of a union 
station at Los Angeles to cost ultimately 
“$16,809,000 with an immediate expendi- 
ture of $6,441,000. 

The company’s annual report for 
1919 shows net income after taxes and 
charges, of $31,548,777, equal to $10.45 a 
share on the $302,024,905 stock against 
$28,684,916, or $10.38 a share on the 
$276,442,965 stock in 1918. 

Against the guaranteed rental of 
$48,244,660, the Federal operating ac- 
count shows net income of $43,910,304 
or a loss for the Government of $,- 
334,355 in 1919 against a profit of $7,- 
757,938 in 1918. 

Had the company operated the road 
for its own account in 1919, the earn- 
ings on the common stock would have 
been $9.01 a share as compared with 
$13.82 a share in 1918. 

St. Louis Southwestern. — March 
Earnings High.—Cotton Belt, one of 
the few roads to reject the six months’ 
guarantee, reports net operating income 
for March of $588,273, the last month 
for which it has reported. Weighted for 


No Federal 


income. 


seasonal traffic, this is at the annual 
rate of about $7,800,000. On the basis 
of other income and charges in 1918, 


and allowing for 5% dividends on the 
preferred, now unpaid, this would leave 
about $3,750,000 for the $16,356,000 com- 
mon stock. While a single month is a 
very narrow base on which to rest the 
projection of a year, indicated net would 
be at the rate of about $23 a share on 
the junior issue. 

Toledo, St. Louis & Western.—Defi- 
cit Shown in 1919.—The company’s re- 
port for 1919 shows surplus after taxes 
and charges of $78,204, equal to 78c. a 
share on the $9,952,600 pref. stock com- 
pared with deficit of $49,454 in 1918. 
After charging out lap-over items of 
$173,637 there was a deficit for the year 
of $59,433 against a deficit of $387,066 on 
the same basis in 1918. 
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Excluding the guaranteed rental, the 
actual showing for the year would have 
been a deficit of $226,083, against a sur- 
plus of $9,324,194, or $14.84 a share in 
1918 


Without Federal compensation, the 
year would have shown a surplus after 
taxes and charges of $18,096, compared 
with a surplus of $542,083 in 1918. 

Virginian—Income Increases. — Vir- 
ginian Railway reports for 1919 net in- 
come equal to $6.60 a share on the $27,- 
955,000 preferred stock compared with 
$5.46 in 1918. Standard return was un- 
changed but other income increased 
while charges diminished. 


“ INDUSTRIALS | 


American Bosch Magneto Earnings 
Large.—Earnings of the company of 
$1,200,000 before taxes in the first six 
months of 1920 are at $24 a share 
yearly on the 100,000 shares of stock 
to be outstanding after the stock divi- 
dend has been paid. The second half 
of the year, because of increased ship- 
ments now being made should. yield 
greater profits. Earnings in the first 
half of 1919 were $400,000. 

American Can Co.—Operations In- 
crease to 70%.—Operations of the com- 
pany, which were reduced to 50% when 
the transportation tie-up was acute, are 
showing improvement and are now 
running at 70%. Strenuous efforts are 
being made to speed up output on ac- 
count of the approach of the canning 
season, 

American Bank Note.—Dividend Rate 
Increased.—The company has declared 
a quarterly dividend of $1 a share on the 
common stock, payable Aug. 16 to holders 
of record Aug. 2. Previously the com- 
pany paid 75c. quarterly. 

‘American Car & Foundry.—Earns 
$27.67 per Share for Year.—The com- 
pany’s report for the year ended Apr. 30, 
1920, shows, income after charges, taxes 
and pfd. dividends, of $8,301,192, equal 
to $27.67 a share on the $30,000,000 com- 
mon stock, against $9,671,813, or $32.23 
a share in the preceding year. 


*TWIXT TAPE AND COUPON 
(Continued from page 336) 

If these were in hundred share lots, 
that would amount to over 60,000 shares 
per annum. 

As the commission on hundred share 
lots of stocks listed on the New York 
Stock Exchange now runs from $15 ‘to 
$25 per hundred shares, each way, or 
from $30 to $50 for the round turn, to 
which is to be added the tax which runs 
as high as $4 per hundred, it is evident 
that you have paid out a great deal of 
money in commissions, and therein lies 
your principal difficulty. On a round turn 
your average commission might: be $0. 
This being the case, you have paid your 
broker at the rate of over $24,000 per 
annum. Allowing about 300 Stock Ex- 
change sessions to the year, you have 
been trading in and out on an average of 
twice a day so far during 1920. 

Your broker is therefore making more 
money than you are, and I should say#that 
you had better discontinue this practice 
because it is unprofitable to you. It 
would be much better to trade once a 
month, limiting your risk and endeavor- 
ing to secure a substantial profit than to 
trade twice a day and get nothing out of 
it. 


for JULY 10, 1920 

















A. T. Securities—Shares Exchange- 
able for American Tobacco.—Shares of 


the company may now be exchanged at - 


the Guaranty: Trust Co. for American 
Tobacco common stock. 

Baldwin Locomotive Works.—Opera- 
tions at 80% Capacity.—The company 
has 16,500 on its payrolls, the highest 
number since 1918, when operations were 
in full war swing. The plant is oper- 
ating at 80% of capacity and expanding 
every day. Output at present is evenly 
divided on domestic and foreign busi- 
ness. 

Bethlehem Motors. —1,300,000 for 
New Construction.— The corporation 
has arranged an expansion program 
calling for the expenditure of $1,300,000 
for extensions and improvements. 


Bethlehem Steel. —Sparrows Point 
Additions Total $85,000,000.— Additions 
to the corporation’s plants’ at Sparrows 
Point near Baltimore, costing $50,000,000 
are nearly completed, and additional $35,- 
000,000 will be spent by Dec. 31. The 
expenditures will cover several new 
blast furnaces, improvements to ship- 
yards, deubling of tin plate mill capa- 
city, and housing for employes. 


California Petroleum.—First Quarter 
Earnings $283,943.— Good Outlook. — 
The corporation reports net earnings, 
after taxes, depreciation, etc., of $283,- 
943 for the three months ended Mar. 
31, 1920, compared with $1,277,644 in the 
year ended Dec. 31, 1919. Recent drill- 
ing operations by the company have 
been attended with considerable suc- 
cess. An advance in crude oil prices in 
California is expected in the near fu- 
ture. 

Consolidated Gas.—$1.00 Rate Al- 
lowed.—The company and 7 of its sub- 
sidiaries were granted a temporary in- 
junction in the Federal District Court 
effective July 1, on their application to 
restrain state, county and Public Service 
officials from enforcing the 80-c. Gas 
Law. 

This permits a charge of $1 per thou- 
sand cu. ft. until final settlement of the 
case by the higher courts, and will add 
$6,600,000 a year to the company’s rev- 
enue. 

Chicago Pneumatic Tool.—Large RR. 
Orders Expected.—The company is ex- 
pecting orders for considerable business 
from the various railroads of the coun- 
try, as soon as financial difficulties are 
overcome. The company is piling up 
stocks’ of finished material. * 

Has Record Orders on Books.—Or- 
ders‘on the corporation’s books are the 
largest in its history, and the poor trans- 
portation situation is the only obstacle 
standing in the way of a record business. 


Consolidated Cigar.— Dividend In. 
creased. — Earnings Large. — Directors 
have declared a regular quarterly divi- 
dend of $1.75 a share on the common, 
placing stock on a $7 basis. Three 
months ago an initial of $1.50 was de- 
clared. Net earnings in the first five 
months of 1920 were $1,134,101 which 
after all charges, including Federal 
taxes, was at the rate of $23 a share on 
the outstanding 90,000 shares of no par 
common. 

Cuban-American Sugar.—1920 Pro- 
duction 1,600,000 Bags.—Banking inter- 
ests estimate the company’s 1920 final 
outturn will slightly exceed 1,600,000 
bags, against 1,839,000 bags in 1919. 


Cuba Cane Sugar.—Grinding Ended. 
Year’s Output Decreases.—On June 8 
the last of the corporation’s mills _fin- 
ished grinding. Production of all mills 
for the season was 3,765,919 bags. 
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FOUNDED 1852 


Investment Securities 


Letters of Credit 
Foreign Exchange 
Travelers’ Checks 


Correspondents 


Throughout the World 


Knauth Nachod & Kuhne 


Members New York Stock Exchange 


EQUITABLE BUILDING 
New York 

















We own and offer the following 


GERMAN CITY BONDS 
Spot Delivery 


Subject to prior sale 


CITY OF 
100,000 ESSEN ........... 4 
100,000 BREMEN .........4 
100,000 DUSSELDORF .....4 % 
100,000 MUNICH 4 
100,000 MUNICH 5 
4 


100,000 HAMBURG ....... % 
100,000 HAMBURG ....... 4g % 
100,000 LEIPZIG ......... 4 % 
100,000 LEIPZIG ......... 414% 
100,000 LEIPZIG ......... S % 
100,000 BERLIN ..........4 % 
100,000 DRESDEN .... ...4 % 
100,000 GREATER BERLIN 4 % 
100,000 COLOGNE ....... 4 You 
100,000 SIEM SHUCKERT 
100,000 DANZIG ... ..... 4 % 


For future delivery we issue in- 
terim trust certificates of the Lin- 
coln Trust Company, 7 Wall 
Street as Trustees, which are ex- 
changeable for the definitive bonds 
upon arrival. 


ALFRED R. RISSE 


50 Broadway 
New York © 








































The 
Wise Investor 


always distributes his investment 
funds over a broad list of securities. 

An investment of $2000 in four 
proven Preferred Stocks will yield 
$155 per year,—or 


7.75% 


The Stocks we refer to are free 
of Normal Income Tax and are 
tax-exempt in Massachusetts, New 
Hampshire, Vermont and Con- 
necticut. 


Send for Descriptive Data MW-710 


Barstow, Hill & Co. 


Investment Bankers 


68 Devonshire Street 
Boston 9, Mass. 














How’s Business 


in Canada? 


An unusual combination of 
circumstances today makes 
Canadian securities appeal 
to United States investors. 
The premium on nited 
States funds, high bond 
yields, etc., increase the re- 
turn on invested capital. 


‘*‘The Income 
Builder’ 


discusses the condition of 
the investment market in 
Canada. Monthly “Invest- 
ment Barometers” show the 
upward or downward ten- 
dencies of bank clearings, 
exports, commodity prices, 
etc. Securities and indus- 
tries are analyzed. Concise, 
practical information for in- 
come builders. 

Ask for FREE COPY of 

this Monthly Review 


(}RAHAM SANSON A (0 


INVESTMENT BANKERS 
Members Toronto Stock Exchange 
| TORONTO, CANADA 
CLIP OFF HERE jee 


Write Graham, Sanson & Co., 
85 Bay St., Toronto, for free 
Copy of ‘their Monthly Invest- 
ment Review, 

“The Income Builder’ 
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199 eee total output a year ago was 4,319,- 


Crucible Steel —Stock & Cash Divi- 
dends Declared.— Directors have de- 
clared a stock dividend of 162-3% pay- 
able Aug. 2 to holders of same date, and 
a cash dividend of $2, on the common 
stock payable July 31 to holders of rec- 
ord July 15. The stock allotment is one 
new share for six old ones. In connec- 
tion with the above, Chairman Wilkin- 
son said: “Earnings of the company 
for the past nine months fully warrant 
paying 8% on the entire amount of the 
common capital stock, including the 
authorized but not yet issued, after pro- 
viding for pfd. stock.” 


Electric Storage Battery—To In- 
crease Capital Rights—On July 9, 1920, 
the shareholders will vote on increas- 
ing the authorized common stock from 
$17,912,500 to* $29,912,500. 

It is planned to offer common hold- 
ers of record July 17 the right to pur- 
chase additional stock at par ($100) to 
20% of their holdings. The right will 
expire Aug. 16, when full payment must 
be made. This offering has been un- 
derwritten. 


Electric Storage Battery. — Booked 
for Balance of Year.—Enough orders 
are in hand to keep the plant busy for 
the balance of this year. Earnings on 
the increased capital are expected to be 
larger than in 1919, when nearly $29 a 
share was earned before federal taxes. 


Endicott-Johnson.—Plants at Ca- 
pacity; Orders Double 1919.—The com- 
pany’s plants continue running at capa- 
city. The company is making more 
shoes than a year ago, present produc- 
tion being 82,000 pairs of shoes a day. 
It is expected full operations will be 
maintained. 

Orders for fall goods have been com- 
ing in well, the aggregate orders booked 
being twice as large as a year ago. 

Although cancellations have been 
larger than normal at this season, they 
are not heavy considering all the circum- 
stances. 

The company is completing a new 
factory at Johnson City with an out- 
put of over 25,000 pairs of shoes a day, 


to be in operation some time this 
summer. 
General Motors.—Buys Plant to 


Erect $1,000,000 Factory.—The corpora- 
tion has purchased the Doylestown Ag- 
ricultural Works at Doylestown, Pa. It 
expects to erect there in two yéars a 
$1,000,000 plant for manufacture of au- 
tomobiles and farm machinery. 


THAT CRUDE OIL SHORTAGE 
Indications are that we ‘will manage, 
somehow, to pull through this summer 
and have a pint or two of gasoline left 
for the autumn days. Government figures 
show stocks on hand at the refineries as 
follows: 


Date Galions 
OT eee eee 515,934,364 
Febrdary 29........... 562,996,489 
Ne By 626,393,046 


It is admitted that there is also quite a 
bit of gasoline between the refinery and 
the automobile. Some believe that there’s 
as much or more between the refinery 
and the engine as there is at the refinery. 
Really, we must have a fair little batch 
of gasoline made up. 

The shortage, if one wants to know, is 
largely a shortage of transportation — 
Petroleum Age. 


Invest Your 
Canadian 
Bank Balance 


in Canadian Victory Bonds, or 
Municipal Bonds, or in good In- 
dustrials. 


While present exchange condi- 
tions continue, it is much better 
to have your Canadian surplus 
funds invested in_ gilt-edged 
Canadian securities yielding 8% 
or more than to let them lie idle 
or earn only bank interest. 
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Write and we will recommend 
you some desirable, sound se- 
curities. 
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Market Trend of 


Car & Foundry Simms Pete 


U. S. Rubber Reading 
Am. Inter. C. Baldwin 
Ind. Alcohol Pan-Pete 


Chemical Stks. Island Oil 


Analyzed in current issue 
of our Investment Review. 


Issue also contains Sex- — 
smith’s Trend Graph and 
Forecast brought up to date. 


Copy Sent on Request. 


SEXSMITH 


*AND COMPANY 


Investment Securities 
107 Liberty Street, New York 
Telephone Rector 3894-5-6-7 
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Foreign Bonds 


Prussian 3s 
German Gov’t 4s-5s 
Berlin 4s 
Cologne 4s 
Frankfort 4s 

Hamburg 4s-412s 

Munich 4s-5s 

Vienna 4s-5s 

German Gen’! Electric 41/28 
Badische Anilin 41s 
French 4s-5s 

Italian 6th War Loan 5s 














Foreign Exchange selling at 
1/3 to 1/28 normal value. 
Large profits possible on bonds 
bought at present prices. | 
| 
| 





Send for full detailed circular 
MWS.500. 
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Harbison-Walker.— Earned $2.25 a 
Share First Quarter.—For the 3 mos. 
ended Mch. 31, 1919, the company earned 
$549,670 after charges and depreciation 
but before taxes, equal to $2.25 per share 
on the $18,000,000 common stock. 


International Harvester.—To Build 
New Plant.—The company has pur- 
chased 140 acres in Fort Wayne, Ind., as 
site for a motor truck plant which it 
will build immediately to relieve con- 
gestion at its Akron, O., plant, and will 
eventually double truck output. The 
first unit will cover 12 acres and will 
employ 1,000 men. 

National Acme.—Sales & Earnings 
Increase.—For five months ended May 
31, total sales of the company were $8,- 
017,039, compared with $4,427,633 in the 
same period of 1919, while net profits 
before taxes were $2,647,971, against 
$1,260,585 in 1919. 

National Aniline & Chemical.—Mer- 
ger Denied —The rumored merger of 
the company with the Barrett Co. is de- 
neid by Vice-President Beckers, of the 
National Aniline Co. 

National Enameling & Stamping.— 
Subsidiary Building New Plant.—The 
company’s subsidiary, the St. Louis 
Coke & Chemical Co., is constructing a 
$10,000,000 by-product plant at Granite 
City, Ill. When completed, this plant 
will coke 8,000 tons of Illinois and In- 
diana coal daily—coal which has often 
been called “non-coking.” 

Pacific Development.—1919 Earn- 
ings, $2.27 per Share; New Acquisi- 
tions.—The corporation reports for the 
year ended Dec. 31, 1919, net profits 
after Federal taxes of $387,847 equal to 
$2.27 a share ($50 par) on the $,- 
528,300 stock, against $1,736,905, or 
$15.04 a share on $5,772,700 stock in 
1918. Recently the company has .ac- 
quired 4 new subsidiaries, one to con- 
struct a vegetable oil mill and refinery 
at Shanghai, China, another to furnish 
the company supplies of copies from 
the South Pacific, a third to handle ex- 
ports from Great Britain to the Far 
East, and a fourth to act as agent of 
the company at Paris. 

Parish & Bingham.—Net for 4 Mos., 
$244,000; Sales Increasing.—In the first 
4 months of 1920, net earnings, after 
taxes, exceeded $244,000. Operating ex- 
penses have been greatly reduced as a 
result of improvement in the freight 
situation. May sales and profits show 
a still further betterment, and the com- 
pany is booked ahead for months to 
come, 

May Earn $7 per Share.—The com- 
pany should earn about $7 per share 
in 1920 after taxes. 

Penn Seaboard Steel—New 20,000 
Ton Mill Started.—The company’s new 
blooming mill at New Castle, Del., is in 


operation. It has a capacity of 20,000 
tons of billets, blooms and slabs per 
month. 


Procter & Gamble.—Buys Pacific Site 
for New Plant.—The company has pur- 
chased a 56-acre site on San Francisco 
Bay, on which it will establish its Pa- 
cific Coast plant and shipping terminal 
to cost $2,000,000. All its copra oil 
shipments will be diverted from Seattle 
to the new terminal. A copra mill of 
100 tons daily capacity will be erected. 

Punta Alegre Sugar.—Production Ex- 
ceeds 1919; Season Finished.—The com- 
pany, in spite of unfavorable weather 
and an accident to the Florida mill, has 
finished its season with a production of 
630,000 bags against 605,000 bags last 


year. 
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Republic Iron & Steel—Operating at 
80% Capacity—The company is now 
on an 80% basis, having put an addi- 
tional mill in operation. 

Rockaway Rolling Mills —Earned $3 
per Share in 5 Mos. Period.—For the 
five months ended May 31, 1920, the net 
income of the company was $76,281, . at 
the annual rate of over $3 a share on the 
stock outstanding. During May, net in- 
come was $25,555. 

Royal Dutch Petroleum.—Subsidiary 
Gets Good Wells—The company’s sub- 
sidiary, Roxana Petroleum, continues to 
get good wells on its lease in the Jen- 
nings, Okla. pool, recently bringing in a 
1,400 bbl. well, bringing its daily produc- 
tion in the pool up to 7,500 bbls. 


Spicer Mfg..—Initial Common Divi- 
dend.—Earnings at $2,000,000 Annual 
Rate.—Directors of the company have 
declared an initial common dividend of 
50c. a share, payable Aug. 1 to holders 
of record July 20. Net earnings after 
taxes and available for dividends for 
the four months ended April 30 were at 
an annual rate of $2,000,000 annually. 


Steel & Tube Co. of America.—Earn- 
ings for 4 Mos., $2.70 per Share.—The 
company for the four months ended 
April 30, 1920, reports net income after 
taxes, but before depreciation of $3,031, 
480, equal after pref. dividends to $2.70 
a share (par $2) on the $1,941,884 com- 
mon stock. The N. Y. Stock Exchange 
has just listed $17,500,000 pfd. stocks 


of the company. 


Studebaker —New Plant Opened.— 
The new $20,000,000 plant of the cor- 
poration, at South Bend, Ind., the most 
modern automobile factory in the 
world, was opened June 26. The plants, 
having 1,206,799 sq. ft. floor space, pro- 
duce the new Studebaker Light Six 
complete, with an eventual capacity of 
500 cars a day. 

Superior Steel.—Plants at Capacity.— 
No Cancellations.—President Harrison 
states the plants of the company are run- 
ning practically at capacity and no dif- 
ficulty is being experienced for lack of 
fuel. There have been practically no 
cancellations of contracts. Sixty per 
cent. of the output is being taken by the 
automobile trade. 

United Drug.—Second Quarter Broke 
Record.—Indications point to another 
record turnover by the company in the 
second quarter of this year. In the 
three months ended March 31, net sales 
made the record figure of $16,856,261, an 
increase of 22%, over the March, 1919, 
quarter. 

April and May saw still higher gross 
earnings so that the company should 
show gross in the second quarter of 
about $18,000,000. The biggest part of 
the calendar year is the second half. 

United Retail Stores.—5% Stock Div- 
idend Declared.—Directors of the com- 


pany have declared a common stock 
dividend of 5% payable in common 
stock _ hus. 16 to holders of record 
Aug. 2 


U. . Rubber.—New Financing De- 
ferred. —Owing to unsettled conditions 
in the security market, directors have 
decided to table consideration of the 
financing plans conceived a few months 


ago with idea of eliminating floating 
debt and providing additional working 
capital. 


The company is borrowing rising $20,- 
000,000 and is running into period when 
floating debt increases, since it does not 
begin to cash in heavily on footwear 
until Fall. 

U. S. Steel—Record Number of 
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Stockholders.—Holders of the common 
shares established a new high record 
on June 1, 1920, at 87,229 against 74,318 
on Dec. 1, 1919. 

The company has declared an extra divi- 
dend of $2 a share, payable Oct. 1 to 
holders of record Sept. 15. 

Virginia Chemical.—Subsidiary to 
Make Paper Pulp.—The company’s sub- 
sidiary, the Southern Cotton Oil Co., has 
perfected a process for manufacture of 
paper pulp from cotton fibre, for which 
a big plant will be built at Hopewell, 
Va., where the company has purchased 
100 acres from the du Pont Chemical Co. 

The Stamscott Co. will be organized 
to operate the plant and arrange for ad- 
ditional factories in other parts of the 
country. 

Willys-Overland.—4 Mos. Net Profits, 
$4,000,000.—Net earnings of the com- 
pany for the first four months of 1920, 
after deducting repairs, maintenance and 
other expenses, including interest, but 
before Federal taxes were $5,595,198. 
Net income, after taxes, was over $,- 
000,000, or at the annual rate of about 
$5 a share on the present outstanding 
common stock. 





PUBLIC UTILITIES 
Brooklyn Rapid Transit—To In- 
crease Service.—Large Deficit Fore- 
cast.—Arrangements have been made 
for additions to the service on several 
of the trolley lines which parallel tae 
bus routes from which the city buses 
were withdrawn a few days ago and 
which the Court of Appeals decided in- 
terfered with franchise rights of the 
trolley lines. It is estimated there will 
be a deficit on rapid transit lines for 
1919 of $1,800,000. 

Chicago Surface Lines.—8c. Fare 
Granted.—Street car fares of 8c. for 
adults and 4c. for children are Chicago’s 
rates, beginning July 1, the P. U. 
Comm., having approved the company’s 
request. The commission found the 
present 6c. fare did not permit the com- 
panies reasonable income, the in- 
crease being necessary to meet the new 
85c. an hour wage scale of employes. 

Cities Service.—Oil Production 44,000 
Bbls. Daily.—The company announced 
that operations in the Mid-continent 
field by Empire Gas & Fuel Co., its sub- 
sidiary, are being pushed, due to heavy 
demand and high prices for crude. Set- 
tled production of the oil subsidiaries 
is now running at 44,000 barrels daily, 
or over 16,000,000 barrels a year, against 
output last year of 13,500,000 barrels. 

Interborough Consolidated.—Inter- 
borough Rapid Transit Notes Extend- 
ed.—Judge Mayer, in the U. S. District 
Court, has instructed J. R. Sheffield, 
trustee in bankruptcy for the corpora- 
tion, to extend the time of payment of 
the I. R. T. Co. secured six-months 
7% notes, due June 30, to Dec. 31, 1920. 

Massachusetts Gas Cos.—Rate In- 
creases Sought.—Three subsidiary com- 
panies have applied for increase in the 
maximum gas price. Newton & Water- 
town Gas Light Co. asks an increase 
from $1.05 to $1.50; Citizens’ Gas Light 
Co. of Quincy from $1.35 to $1.80; 
East Boston Gas Co. from $1.05 to 
$1.55. 

New York Rys—Wins in Court 
Against Buses—The Appellate Divi- 
sion of the Supreme Court has affirmed 
the recent ruling by Judge Lydon in 
the Supreme Court to restrain the city 
from operating bus lines through 8th 
and 14th streets. Corporation Counsel 
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O’Brien for the city is expected to take 
the case to the Court of Appeals. 

Pacific Gas & Electric—Earned $5.21 
per Share in Year.—The company for 
the year ended Apr. 30, 1920, showed 
surplus after taxes, interest.and depre- 
ciation of $3,387,400, equal after pfd. 
dividends, to $5.21 a share on the $34,- 
004,058 common stock against $5.30 per 
share earned in the previous year. 

Peoples Gas Light & Coke Co.— 
Granted $1.15 Rate.—The Illinois P. U. 
Comm. has advanced the company’s rate 
from 85c. to $1.15 per 1,000 cu. ft. as a 
temporary rate for small consumers 
pending completion of hearing. The com- 
pany asked $1.25 temporary rate. 

Portland Ry. Light & Power.—8c. 
Fare Allowed.—The Oregon P. S. Com- 
mission has granted the company an 
increase in fare to 8c, from the present 
6c. rate. 

Quebec Ry., Light, Heat and Power 
Co.—Railway Earnings Increase.—The 
gross earnings of the street railway divi- 
sion from July 1, 1919, to May 29, 1920, 
were $704,465—an increase of 19%. 

Radio Corp. of America.—1919 Earn- 
ings £1,220,000.—Dividends.—The Mar- 
coni Wireless Telegraph Co., Ltd., the 
British company, earned a profit of 
1,220,000 in 1919, including £590,000 
damages from the British government. 
£955,000 was carried to profit and loss. 

Directors of the British company have 
declared a final dividend of 18% on 
ordinary and preference shares, also a 
bonus of 5 shillings per share. New 
shares issued last Dec. to former stock- 
holders = not participate in the dividend 
and bonu 

Republic Ry. & Light.—Pfd. Dividend 
Passed.—Directors recently took no 
action on the regular quarterly dividend 
of 14%2% on the pfd. stock. 
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Although the earnings for the last 
quarter have shown substantial increases 
over 1919, the directors felt that in view 
of pending financing the cash resources 
cf the company should be conserved and 
used for necessary construction. ~ 


Springfield Gas & Electric_—Higher 
Rate Asked.—The company has asked 
the P. U. Commission to increase the 
rate of gas in Springfield, Mass., to from 
$1.15 to $1.45 per cu. ft. 





MINING NOTES 


Anaconda Copper.—Large Zinc Ship- 
ments.—The company has shipped an- 
other trainload of 1,250,000 Ibs. of pure 
zinc—the second in 35 days—from its 
electrolytic plant at Great Falls, Mont. 
Another load of 200 cars will go forward 
shortly. 

Consolidated Coppermines.—Again 
Reports Deficit—The company reports 
for 1919 a deficit after charges and taxes 
of $250,420, against a deficit of $111,994. 
It is reported there has been no produc- 
tion so far in 1920, except by lessees. 

Calumet & Hecla.—To Build New $2,- 
500,000 Mill—The company will spend 
$2,500,000 on construction of a large 
plant for retreating Tamarack tailings. 
These tailings assure profitable operation. 
Average grade is 14 lbs. of copper a ton 
and the tonnage is expected to keep the 
plant operating 25 years. 

De Beers Mines.—30 sh. Dividend 
Declared.—The company has declared 
a dividend of 30 sh. per share less tax 
on the deferred stock for the 6 mos. 
ended June This is equal to about 
$1.95 per share at the current rate of 
exchange. 
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Greene-Cananea:—50c per Share 
Voted.—The directors have declared a 
dividend of 50c. a share, payable Aug. 
23 to stock of record Aug. 6. The last 
dividend, $1.50 a-eshare, was paid in 
Feb., 1919, 

Inspiration.—Dividend Reduced.— 
Company directors have declared a quar- 
terly dividend 6f $1, payable July 26 to 
stock of record July 9. Three months 
ago $1.50 a share was paid. 

Kennecott.—Output Steadily Increas- 
ing.—Contrary to most of the large 
copper companies, this corporation’s 
production is showing large increases 
from month to month. May output was 
9,311,000 Ibs. against 3,342,000 in 1919, 
and for 5 months, 43,534,000 lbs. com- 
pared with 28,054,000 Ibs. a year ago. 

Silver King of Arizona.—Present Op- 
erations—New Bonds Offered.—The 
plan to resume sinking of the new 3- 
compartment shaft and continue develop- 
ment work on the 400 and 600 ft. levels 
has been postponed because the company 
has been unable to raise the funds .nec- 
essary to carry on the work. All ex- 
penses at the mine have been cut off ex- 
cepting those incident to keeping the 
property unwatered down to the 600 ft. 
level. This may continue until the nec- 
essary development work can be ade- 
quately financed. This has been blocked 
temporarily due to the difficulty of ob- 
taining money at this time. The com- 
a5, is trying to market an additional 
150,000 of 10 yr. 7% convertible bonds 
to meet the emergency. 


OIL NOTES 


Anglo-American.—3 sh. Dividend De- 
clared—The company has declared a 
dividend of 3s. per share, payable July 
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You Benefit 


‘by our prompt and 
personal attention to 
your inquiries. 


We Specialize 


in New York Curb securi- 
ties. Our experience as- 
sures your complete satis- 
faction. 
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TLG. EINSTEIN 


Cori irwran yr, 
23 BROAD STREET, NEW YORK 
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WHAT IS WRONG 
WITH THINGS 
IN GENERAL? 


Unmistakably, some influences 
are working out of harmony in the 
general run of things. 

Otto H. Kahn, the financier, 
gives his point of view of these in- 
fluences in his latest book 


“OUR ECONOMIC AND 
OTHER PROBLEMS” 


The sweep of readjustment always 
carries with it obstructive problems 
which retard the hopes of nations 
and industries. 

Otto H. Kahn's point of view is 
born of war conditions and their im- 
mediate aftermath, yet, it carries 
with it the vision of a more efficient 
tomorrow. He discusses the rail- 
roads constructively, he exposes the 
fallacies of an ill-designed taxation 
and he lays bare the fundamentals 
of our economic structure, with an 
authority based on his broad and 
practical experience. 

This book will give you a micro- 
scopic view of reconstruction prob- 
lems. 

It sells for $4.25 postpaid. 
Send for Your Copy Today. 
ADDRESS BOOK DEPARTMENT 


The Magazine of Wall St. 
42 Broadway, N. Y. 




















for JULY 10, 1920 


15. This brings total dividends for 1919 
up to 6 shillings. 

Allied Oil—Present Production.— 
The company’s Burkburnett property 
now has a steady production of 525 bbls. 
daily, and property recently acquired in 
Louisiana is reported capable of produc- 
ing 600 bbls. exclusive of the new well 
being drilled in. 

Houston Oil.—To list on N. Y. Ex- 
change.—The company has applied to 
the N. Y. Stock Exchange to list $25,- 
000,000 common stock. 

International Petroleum. — Expands 
Peru & Chile Facilities —The company 
has largely increased its marketing 
business in Chile and Peru recently, 
particularly in fuel oil. 

Mexican Eagle Oil.—The company is 
rapidly expanding and developing its 
properties in Mexico. Plans have been 
made to increase the daily output of 
the refineries to 100,000 bbls. and ‘of the 
topping plant to 15,000 bbls. 
Production and meg (in bbls.) 


5 Mos.’20 1919year 

ae +10,000, 000 18,866,174 

Bee 7,035,313 12,524,000 
tEstimated. 


Mexican Petroleum.—New Pipe Line 
Ready Aug. 1.—The company’s new 10- 
inch pipe line from Tampico to Cerro 
Azul, 65 miles, is to be completed by 
Aug. 1. When this is completed the 
company will be able to run 125,000 
barrels of oil a day from the Mexican 
fields. 

Midwest Refining.— Dividend In- 
creased.—Co. in Strong Position.—The 
company has increased its extra quar- 
terly disbursement from 50c to $1.00 a 
share, a reflection of the large business 
being handled, and also the company’s 
strong financial condition. .With the 
regular quarterly rate of $1 a share, the 
stock is now on an $8 yearly basis. 

Invincible Oil_—Large Earnings Re- 
ported.—The corporation’s net earnings 
for May were $1,034,000, against $1,- 
321,000 for April and $1,037,000 for 
March. Net earnings for the first five 
months of 1920 total $4,342,000. 

(Continued on page 367) 


OLD MEXICAN SILVER PRO- 
DUCERS PLAN EXPANSION 
(Continued from page 330) 
sult in the abandonment during that pe- 
riod of treating the lowest grade ores. 

After the work of increasing the com- 
pany’s. capacity has been completed the 
output of silver will probably be in ex- 
cess of 4,000,000 ounces a year with a 
considerable quantity of gold, which, with 
silver at the present quotation, should 
leave a profit from operations in excess 
of the $1,250,000 a year estimated by the 
President of the company at a recent date. 
Alvarado’s present dividend rate is $2 
a shares payable quarterly, which is equal 
to 10% on the par value stock of $20. 
As there are 350,000 shares outstanding 
the dividend requirements are $700,000 a 
year. The stock is traded in on the Bos- 
ton Curb. 

Last year’s income statement showed 
earnings after all deductions of $1.80 per 
share on the present capitalization. This 
included two items of deductions amount- 
ing to $280,000, for the cancellation of a 
mining contract and interest on bonds now 
retired, which will not appear again. At 
last year’s rate, earnings before deprecia- 
tion and depletion should be some $4 a 
share in 1920, and possibly more. At the 
present price of 14 the stock yields 14%. 
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A new circular on 
General Motors Corp. 
Debenture Stocks 


The strong position of these 
stocks is further fortified by ap- 
proximately $64,000,000 new 
money now being placed behind 
these securities thru the issue of 
additional common stock already 
sold or underwritten. 


Net earnings for 1919 and for 
the first four months of 1920 were 
at the rate of about 10 times divi- 
dend requirements. 


Present market prices yield 
over 8% 


New Circular on request 


Members N.Y. Stock Exchange 
115 Broadway Phone Rector 2020 


























EUROPEAN BONDS 


The discount in exchange of- 
fers real investment opportun- 
ities in the purchase of the in- 
ternal loans of foreign coun- 
tries. 

By buying European bonds 
now, the investor assures him- 
self of a good return on his 
money as well as a sure profit 
as the exchange moves tow- 
ards normal. In _ addition, 
many of these loans have re- 
demption features that add 
materially to their attractive- 
ness. 


Careful switches into such 
bonds: from depreciated do- 
mestic securities having a 
doubtful or greatly reduced 
earning power are advisable 
in that they give the investor 
sound security with the possi- 
bility of large profits. 


BROWN, GREEN & COMPANY 
Investment Securities 


52 Broadway, New York City 
68 Devonshire St., Boston 







































AN 
EXCEPTIONAL 
INVESTMENT 


An opportunity is afforded the 
investor to share in the profits 
of the oil business without risk 
of capital loss. 

























We are offering a short term, 
high grade collateral trust gold 
bond, secured by one of the 
leading oil producers in_ this 
country. 


This bond carries a bonus of 
common stock in a newly or- 
ganized oil company which 
promises to be very successful. 


Full particulars on request. 
Ask for Circular 4 


MAGUIRE & BURLEIGH 


Stocks and Bonds 
170 Broadway New York 


. Phone: Cortland 3573 
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Opportunities for the 
Small Investor 





Although the possibilities 
for profit in the present 
market, because of low se- 
curity prices and depreci- 
ated dollars, are generally 
recognized, the immediate 
tying up of a large amount 
of capital is not always de- 
sirable. 

Our monthly payment plan, 
requiring an initial payment 
of but 20%, obviates this 
objection, giving the pur- 
chaser the right to sell at 
his option in event of a rise 
in market, thereby increas- 
ing the opportunity for 
profit five times. 
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66 Broadway, New York. 
Telephones, Rector 4663-4 






Kk ddddddddddddididdddddddddddiidididdda La daccaQu. 










WHILE LLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLL2222222LL22ALLLLLLL, 





VL LLLsddldstssddddddddddddddddddddddtstdddse 








MARKET STATISTICS 











N. Y. Times. 
N. Y. Times. Dow, Jones Avgs. 7-50 Stocks 
40 Bonds. 20 Indus. 20 Rails. High. Low. Sales. 
Monday ...... June 21 66.65 91.32 70.87 83.01 82.14 540,200 
Tuesday, ..... June 22 66.47 90.16 70.31 82.20 81.39 407 300 
Wednesday ..June 23 66.33 90.83 70.36 82.04 81.31 315,500 
Thursday ....June 24 66.32 90.88 70.49 82.39 81.69 332,800 
ee June 25 66.22 90.95 70.86 82.54 81.86 284,800 
Saturday ..June 26 66.20 90.88 71.08 82.55 82.22 131,300 
Monday ..... June 28 66.10 90.45 70.72 82.22 81.58 261,000 
Tuesday ...... June 29 66.02 90.36 70.85 81.99 81.37 215,100 
Wednesday ..June 30 65.98 90.76 70.91 82.46 81.78 321,300 
Thursday ..July 1 66.05 91.26 70.97 82.64 82.12 271,900 
Mere July 2 66.15 92.20 71.33 83.24 82.38 455,400 
Saturday ..... July 3 HOLIDAY 
WY 
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Island Oil & Transport.—Listed on 
N. Y. Exchange.—The N. Y. Stock Ex- 
change has listed $22,500,000 voting 
trust certificates of the company’s com- 
mon stock. 


Pierce Oil—New Gas Well Brought 
In—The company brought in a 15,- 
000,000 ft. well recently in southwest- 
erm Pawnee county, Okla. This appar- 
ently opens up a new pool in this sec- 
tion. 
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UNLISTED NOTES 











Aetna Explosives.—May Inaugurate 
Common Dividends.—A $1 annual divi- 
dend rate on the common stock was re- 
cently discussed by directors, but deferred 
until a later date. 

Gross business is now at the rate of 
$12,000,000 annually and the company is 
finding a good market for its explosives in 
mines and on farms. March quarter gross 
was $2,283,039, and balance for dividends, 
$377,000, or 67c. a share on 561,714 shares 
then outstanding. 


American Chicle—New Common 
Stock Offered.—A syndicate headed by 
Hornblower & Weeks, White, Weld & 
Co., and Low, Dixon & Co., recently of- 
fered a substantial block of the 82,500 
shares of the company’s common stock, 
recently offered to shareholders at $40 a 
share. 

Proceeds of the issue will provide ad- 
ditional working capital and pay for the 
new plant being erected at L. I. City. 
Directors have declared a dividend of $1 
a share on the no par common stock, 
payable Aug. 2 to stock of record July 
24. 

Bigheart Producing & Refining.— 
Quarter Just Ended Shows 40% Gain.— 
Pres. Gray stated regarding earnings: 
“As the Bigheart refinery is now nearly 
completed, it has been increasing the 
quantity of crude oil refined, and. indi- 
cations are that estimated earnings for 
the second quarter just closed will show 
40% increase over earnings in the first 
quarter of the year.” 

When completed this refinery will have 
2,500 barrels of oil a day capacity. 





NEW HAVEN’S OPERATING 
DIFFICULTIES 
(Continued from page 316) 


and interest by New Haven. In 1914 New 
Haven assumed the debentures as a direct 
liability. Therefore, any deficiency exist- 
ing between the sale price of Rhode Island 
Company stock and the par value of 
Providence Securities. Company deben- 
tures would become a liability of New 
Haven prior to its own stock liability. 

New Haven is forbidden by the statutes 
of Massachusetts from executing a mort- 
gage on any of its property without 
equally securing these debentures. They 
are quoted 29@32. At 31 the flat return 
would be about 13%. Paying 4%, they 
are selling nearly abreast of New Haven 
stock, paying nothing. 

Without recommending New York, 
Westchester & Boston mortgage bonds or 
Providence Securities debentures, they 
have been quoted here as tending to show 
the valuation placed by investors on obli- 
gations of New Haven superior to its 
stock —vol. 25, p. 705. 


for JULY 10, 1920 











WHITEHOUSE & CO. 


ESTABLISHED 1828 


Members New York Stock Exchange 


111 BROADWAY 
NEW YORK 


TELEPHONE RECTOR 3380 


Brooklyn, N. Y. 
186 Remsen St. 


Baltimore, Md. 
Keyser Building 














PUTS & CALLS 


If stock market traders 
understood the advantage de- 
tived from the use of PUTS & 
CALLS, they weuld familiarize 
themselves with their eperation. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 

The risk is limited te the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Corréspondence Invited. 


GEO. W. BUTLER 


Specialist in 


Puts and Calis 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 








U. S. Steel Common 


I have prepared a little chart covering 
the fluctuations in this stock from Oc- 
tober 15, 1917, to September 13, 1918. 
Puts and Calls closed out for my clients 
during 1918 returned them from $7321 to 
$4,720 Net Profit over their cost price. 
Similar opportunities, if not better, ex- 
pected in the coming year. 

Puts and Calls enable you on a small 
cash outlay to take advantage of the 
fuctuations either way with your cost 
and risk at all times limited to the 
dollar while profits are unlimited or all 


that a rise or a decline in a stock 
permits. 


OUT of TOWN CUSTOMERS 


My out of town customers who are not 
in touch with the market are able to 
take advantage of the fluctuations with 
Puts and Calis just as though they were 
in my office. So can you. My private 
telegraph code enables you to do this. 
Write for Booklet M-W, it explains how 
they operate. Price list and a copy of 
the above chart will be included. 


WM. H. HERBST 
Dealer in Puts and Calls 
Endorsed by Members of the N. Y. 
Stock Exchange 


20 Broad Street, New York City 
Tel. 1007 Rector Estab. since 1898 
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We Specialize in 


Detroit Motor Stocks 


Recent circular on 


Columbia Motors 


Will be sent on request 














LEE, GUSTIN & CO. 


Members Detroit Stock Exchange 
Detroit Dime Bank Bldg. Michigan 














Texas Municipals to 


Net 7% to 8% 


Free from Federal 
Income Taxes 


Circulars free. 


J. L. ARLITT 


823 to 830 Littlefield Building, 
Austin, Texas 








Mark A. Noble Theodore C. Corwin 


NOBLE & CORWIN 


25 Broad Street, New York 
Bank, Trust Company 
and Insurance Stocks 


Table of current statistics 
sent upon request 


Telephone 1111 Broad 














We specialize in 


Chase National 


First National 
Bank Stocks 


CLINTON GILBERT 


New York Gty Bank and Trust 
Co. stocks 


2 WALL ST. NEW YORK 
Tel. Rector 4848 




















J.M. Byrne & Co. 


Member: New York Steck Exchange 
Telephone Rector 7000 


60 Broadway New York 
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among your workers 
visualizing their records on 
this Movable-bar Chart. 


EDEXCO MECHANICAL GRAPHS 


are new and simple types of Graphic Con- 

trol Boards and make it easy for the execu- | gg SOEXC® GLASS HEAD MAP DIRS. 

tive to picture quotas and results in large Send $1.00 For Big Trial Outfit. 

or small businesses. containing 100 map pins and other 

SEND NOW FOR FREE BOOKLET ps : 
ees © ste wae lee ¢ GRAPHIC Bupplies ‘and Mechanical Graphs — 

Edexco Mechenical Graphs may hy wet Instruction 

Educational Exhibition Co. Sheet on and Keeping Graphic Ree- 

125 Custom House St., Providence, R. 1. ords. Catalog alone sent free. Please say which. 





devices, sales maps, charting papers, curve 








Your Suggestions for Improving 
@MAGAZINE 


The success of our idea of informative money 
making service for business men and investors, born 
thirteen years ago, is due in a large measure to the 
co-operative spirit of our subscribers. 

We plan to make THE MAGAZINE OF WALL STREET 
of even greater service in the future. We want it to 
be the means of aiding the business man and investor 
in deciding his important problems. 

Our subscribers will help us in this endeavor by 
answering the following questions. 


(Signed). THE EDITORS. 


Please tear on this line and return to 
The Editors, 
THE MAGAZINE OF WALL ST., 42 Broadway, New York 


I am pleased to co-operate by my answers below: 


1—What department or feature do you like best? What does not interest or appeal 


to you? 














2—-What additions or improvements do you suggest? wheg. features appearing in 
other publications should be added? How can we make THe MAGAZINE OF 
Street more valuable to you? a—in your business, b—in your investing? 








3—Please check foremost three on which you would prefer more articles. —Of what type? 


4 








Stocks and Bonds Trade Securities 
Industrials 


Public Utilities 
Mining 
Trade Tendencies 


Money and. Credit 
Banking 


Business 
Petroleum 
Market Statistics 
Foreign Exchange 


is 
Building Future Income 


Remarks: 
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THE MAGAZINE OF WALL STREET 

















KEEP POSTED 











The books, booklets, pamphlets, circulars, special letters, etc., listed below have been 
prepared with the utmost care by investment houses of the highest standing. 


MAG 


Ther will be mailed on request direct from the issuing firm to the readers of THE 
ZINE OF WALL STREET FREE OF CHARGE. 


We advise our readers to freely take advantage of this service, which will keep them in 
immediate touch with what is going on in Wall Street, without any expense or obligation. 


It is a “Specialized Service for Clients.” 


Send all requests to Advertising Dept. Order by number. 


MAGAZINE OF WALL STREET, 42 Broadway, New York City 


GERMAN MORTGAGE 
BONDS 


An interesting booklet describ- 
ing this form of investment, 
and its many advantages over 


other foreign bonds (44) 


STANDARD GAS & ELEC- 


TRIC COMPANY 
A beautifully illustrated book 


describing the investment mer- 
its of the above company, 
based on its peace, war and 
reconstruction activities (12) 


MODERN INVESTMENT 
PRACTISE 


Two booklets of a series 
Lessons for bond-holders 
2. Testing preferred stocks 
prepared by an able statistician 
who has made a study of 
bonds and preferred stocks 
(68) 


RAILROAD INVESTMENTS 
A discussion of the Cummins- 
Esch Bill and a brief descrip- 
tion of 90 railroad bonds (81) 

TITLE INSURANCE PRO- 

TECTION TO REAL 

ESTATE OWNERS AND 

INVESTORS 


A booklet offering some sound 
arguments for this type of in- 
surance (66) 


A NEW ERA FOR RAIL- 
ROAD SECURITIES 


A circular discussing the in- 
fluences in the market that tend 
to bring out speculative possi- 


bilities in these shares (61) 
FOREIGN GOVERNMENT 
AND MUNICIPAL BONDS 
—EXTERNAL AND 


INTERNAL LOANS 


The purpose of this booklet is 
to make available to American 
bankers and investors, detailed 
and accurate information con- 
cerning the particular foreign 
securities most actively dealt 
in at the present time (97) 


VERMONT MILLING 
PRODUCTS CORPORA- 
TION 


lo OPPORTUNITIES IN 


LIBERTY BONDS: AND 
VICTORY NOTES 


One of the most comprehensive 
and easily read circulars that 
has ever been issued on Lib- 


erty Bonds (86) 


STUDY & COMPARISON 
PAST & PROBABLE 
FUTURE MARKET AC- 


TION OF 
Old issues of 7% R. R. Bonds 
New issues of 7% R. R. Bonds 


Old issues of 4% R. R. Bonds 
(55) 


GERMAN MUNICIPAL 
BONDS 


A series of circulars describing 
bonds of the leading cities of 
Germany (44) 


FOREIGN BONDS AND 
EXCHANGE 


A comprehensive circular 
showing the many advantages 
of investing in the depreciated 
money and securities of the 
warring Nations (90) 


PUBLICATIONS OF CUR- 
RENT INTEREST 


A list of booklets and pam- 
phlets containing reliable in- 
formation on subjects of gen- 
eral business and financial in- 
terest, published by a large 
financial institution (32) 


14 POINTS OF SAFETY 


An interesting little book on 
the merits of first mortgage 
real estate Gold bonds (42) 


BOOKLET OF SECURITIES 


An investor's hand book on 
listed stocks, covering all stock 
exchanges (96) 


TRADING METHODS 


A comprehensive little book, 
published with the endeavor to 
make clear points which have 
been often misunderstood by 
the experienced trader es well 
as the uninitiated (15) 


AN 8% PREFERRED 
STOCK WITH A BONUS 
OF COMMON 


OIL COMPANIES 
BANKERS AND BROKERS 


a Saee & names of 
le vestors mining or 
other industrial offerings, 1 am 

to furnish you with the st 

mames in 131 Oil 

other 


Investors. Just — = 
are looking for 
poking for and will "send You 
‘ormation. 


A. F. WILLIAMS, 7+ Aan 
166 W. Adams, 


TO INVESTORS IN MINES 


Whether it be but a few shares or a 
large interest that you propose to buy, 
ascertain from a technical specialist the 
value of the security before you buy it. 


TO THE MINE OWNER 


Is your mine being operated under 
competent technical advice? Are you 
developing and equipping your property 
according to a well-ordered plan? Do 
you feel sure that your money is being 
well spent? 


TO THOSE WHO HAVE 
MINING PROPERTY 
FOR SALE 


If you desire to dispose of your min- 
ing interests, or if you desire to secure 
working capital for your mine, you must 
present an accurate and comprehensive 
description of your property. Such can 
be prepared only by a competent en- 
gineer. 


HARRY J. WOLF 
Mining Engineer 


Mine Examinations and Reports 
ine Management 


42 BROADWAY NEW YORK 
Telephone Broad 4427 

















COPPER 
OIL 
SILVER 


“Natural Resources,” our 
weekly digest, discusses 
many leading copper, oil 
and silver companies and 
presents unbiased opin- 
ions on the trend of mar- 
ket prices, with the ef- 
fects of economic factors 
such as labor, car short- 
age, credit expansion, 
etc. 


Sent to investors regularly on re- 
quest. No obligation incurred. 


David Maltman 


Member N. Y. Curb Market 
Ass’n 


20 Broad St. New York 
Telephone Rector 4778-4779.3297 

















A circular describing this 8% A circular describing the stock 
cumulative preferred stock of a well known manufactur- 
(92) ing concern (98) 


for JULY 10, 1920 


























4k MEDIUM One hundred and twenty- 
THE BES seven letters were sent to 
prominent national finan- 

FOR FINANCIAL cial advertisers, inquiring 
ADVERTISING “WHAT WED IU 
FOUND 


HAVE YOU 
BEST FOR  FINAN- 
CIAL ADVERTISING?” 
Result of an Investigation 
Conducted by Total Replies Received, 64 





Answers Mentioning One Magazine 








Goo-DraBeck GoMPANY 


MINNEAPOLIS 


Number of 


Magazine Replies 





Magazine of Wall Street 1 
Leslie’s Weekly 
World’s Work 
McClure’s 
~— Review of Reviews 
Answers Mentioning National Geographic 
One Magazine 


Investment Bankers 


— ee DD Co et 





Answers Mentioning More Than One Magazine 





Number of 


Magazine -* 
4 7 O Replies 
% 


Review of Reviews 


MENTIONED MAGAZINE Magazine of Wall Street... . | 


W McClure’s 
World’s Work 
OF ALL STREET Literary Digest 
Leslie’s 
Outlook 
System 
U. S. Investor 
Financial World 
Metropolitan 
Wall Street Journal 
American 
15% Cosmopolitan 
+ seomtner 
arper’s 
LESLIES Odd Lot Review 
WEEKLY Nation’s Business 
100% 
WORLD'S Financial Chronicle 
Forbes 
Christian Herald 
National Geographic 
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COMPARISON OF THE SIx LEADING PUBLICATIONS 
MENTIONED 


NuMBER OF REPLIES Cost 





M : Mentioning Mentioning Total Times Line 
or | One Magazine | More Than One Mentioned Rate 





Magazine of Wall Street 1 15 .65 
Leslie’s Weekly 3.00 
World’s Work 1.75 
McClure’s 3.50 
Review of Reviews 1.90 
National Geographic 8.92 














It is no secret that the Macazine oF Watt Street produces the best results for financial advertisers. The above analyses prove this fact. 
Some interesting facts regarding comparative rates and circulation will be mailed on request. Address: Advertising Manager. 
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